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AMENDMENTS TO SUGAR ACT OF 1948 


WEDNESDAY, JUNE 22, 1955 


House or ReresentTarives, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to notice, at 10: 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

(H. R. 5406 is as follows:) 

(TH. R. 5406, 84th Cong., 1st sess.] 
A BILL to amend and extend the Sugar Act of 1948, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembied, That section 202 (a) of such Act is amended 
to read as follows: 

“(a) (1) For domestic sugar-producing areas, beginning with the calendar 
year 1955, by apportioning among such areas four million six hundred and nine 
thousand short tons, raw value, as follows: 

Short tons, 
raw value 
Domestie beet sugar 
Mainland cane sugar 
Hawaii 
Puerto Rico 
Virgin Islands 


“(2) To the above total of four million six hundred and thirty-two thousand 
short tons, raw value, there shall be added— 

“(A) for the calendar year 1955 an amount equal to 55 per centum of 
the amount by which the Secretary’s determination of the requirements of 
consumers in the continental United States for such calendar year exceeds 
eight million three hundred and eighty-eight thousand short tons, raw value; 
and 

“(B) for the calendar year 1956 and for each subsequent calendar year 
an amount equal to 55 per centum of the amount by which the Secretary 
estimates that actual sugar consumption for the preceding twelve months 
ending October 31 exceeding eight million three hundred and eighty-eight 
thousand short tons, raw value. 

Such additional amount shall be apportioned among and added to the quotas 
established under paragraph (1) of this subsection for such domestic sugar- 
producing areas, respectively, in the proportion that the several quotas estab- 
under such paragraph for such areas bear to the total of the quotas established 
under such paragraph for such areas.” 

Sec. 2. (a) The second sentence of section 204 (a) of such Act is amended 
by inserting before the period at the end thereof a colon and the following: 
“Provided, That any deficit in any domestic sugar-producing area occurring by 
reason of inability to market that part of the quota for such area allotted under 
the provisions of section 202 (a) (2) shall first be prorated to other domestic 
areas On the basis of the quotas then in effect.”. 

(b) The last paragraph of such section is amended by inserting before the 
period at the end thereof a semicolon and the following: “except that in the 
case of proration of any such deficit in any domestic sugar-producing area oc- 
curring by reason of inability to market that part of the quota for such area 
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allotted under and by reason of section 202 (a) (2), the Secretary shall appor- 
tion the unfilled amount on such basis and to such other domestic areas as he 
determines is required to fill such deficit, and if he finds that no domestic area 
will be able to fill such unfilled amount, it shall be added to the quota for Cuba”’. 

Sec. 3. (a) Section 207 (a) of such Act is amended by adding after the word 
“year” the following: “, plus an amount equal to the same percentage of twenty- 
nine thousand six hundred and sixteen short tons, raw value, that the increase 
in the quota for Hawaii under section 202 (a) (2) is of the quota for Hawaii 
established under section 202 (a) (1),”. 

(b) Section 207 (b) of such Act is amended by adding after the word “year” 
the following: “, plus an amount equal to the same percentage of one hundred 
twenty-six thousand and thirty-three short tons, raw value, that the increase 
in the quota for Puerto Rico under section 202 (a) (2) is of quota for Puerto 
Rico established under section 202 (a) (1),”. 

Sec. 4. Section 411 of such Act (relating to termination of the powers of the 
Secretary under the Act) is amended by striking ouf “1956” in each place it 
appears therein and inserting in lieu thereof “1962”’. 

Sec. 5. Sections 4501 (c) and 6412 (d) (relating to the termination of taxes 
on sugar) of the Internal Revenue Code of 1954 are amended by striking out 
“1957” in each place it appears therein and inserting in lieu thereof “1963”. 


The Cuairman. The committee will be in order. 

We have met this morning to consider a very sweet subject, sugar, 
and I hope it will not become bitter. 

I remember when I first started to practice law I was associated 
in the trial of a criminal case with a very distinguished lawyer. 
After I had made the opening speech, one of my young brethren at 
the bar went to my associate and complimented me on the fact that 
1 had opened the defense well. 

My associate said, “Yes, he opened it well and wide; in fact, so 
wide, I doubt if I will ever be able to close it.” 

In fact, in opening this hearing, whether we will be able to close 
the hearing is problematical. 

We have as the first witness Mr. Lawrence Myers, who has directed 
the sugar program, I think, from its inception. I have requested 
Mr. Myers to be here this morning to discuss briefly the philosophy 
and the operation of the program, so that the older members may 
have their recollection refreshed, and the new members might know 
more about the program. 

Before Mr. Myers starts, I would like to compliment and commend 
him upon the splendid manner in which he has administered this 
program. I think it has been perhaps one of the best. administered 
programs of all of the programs that have been initiated by this 
committee. 

The fact is it has operated so well and so successfully and I think 
so smoothly through the years, that the ordinary housewife is not 
even aware of the fact that we have a program in operation. I think 
that is due largely to the manner in which Mr. Myers has carried 
out his responsibilities in connection with this p k 

We are delighted to have you with us, Mr. Myers. At this time 
etree recognizes you for such statement as you may desire to 
make. 
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STATEMENT OF LAWRENCE MYERS, DIRECTOR, SUGAR DIVISION, 
COMMODITY STABILIZATION SERVICE, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. Myers. Mr. Chairman and members of the committee, for the 
sake of the record, I might say that my name is Lawrence Myers, and 
I am Director of the Sugar Division of the Department of Agricul- 
ture. 

I appreciate the very kind words you have said about my work, 
Mr Caplan. I am afraid I will have to disavow some of them. 
have been the Director of the Sugar Division only since 1948. I 
joined it in 1946. The many years in which the sugar program oper- 
ated successfully under a number of directors testifies to the fact that 
the reason for the success of the program lies in good legislative work 
of this committee. 

I have jotted down a few notes to guide me in an outline. 

It seems to me that we could cover the background rather simply 
under four headings: 

(a) The background ; 

(6) The objectives of the Sugar Act; 
(c) The mechanisms; and 

(d) The effects of the sugar LN 57a 

Historically, this country protected its domestic-sugar industry by 
a tariff. The tariff, as a matter of fact, was the second piece of legisla- 
tion, I believe, the Congress passed, so that it antedated the exist- 
ence of a domestic sugar industry. 

It was originally for revenue purposes, and formerly raised, I be- 
lieve, about 20 percent of our customs revenue. 

In the late twenties the tariff protection program began to break 
down. It broke down, both as to the domestic industry and as to our 
import and export trade. The difficulty was the overstimulated do- 
mestic production, particularly production in the Philippine Islands. 

As a result, we got too large a quantity of sugar built up within our 
tariff wall. It greatly reduced our imports, did great injury to the 
world sugar economy, and particularly to Cuba, our foreign supplier. 

Therefore, the Congress, in the thirties, undertook to develop a 
se ae or special sugar program. The objectives of this were four- 
fold : 

The first was to maintain an effective protection for the domestic 
industry. 

The second was to avoid undue burden on domestic consumers. 

The third was to benefit our import and export trade. 

And the fourth was to assure the benefits of the domestic protec- 
tion going to producers and to laborers, and incidentally, to eliminate 
child labor from our sugar beet and sugarcane fields. 

. ae the mechanisms used under the sugar program are again four- 
old: 

The basic mechanism is a marketing quota. We impose under the 
sugar program marketing quotas on each of our domestic areas and 
each of our foreign areas. The quotas stabilize marketings and prices. 


They also prevent overproduction in our domestic mainland and off- 
shore areas supplying this market. 

They are particularly effective in stabilizing production when we 
break them down to the individual farms through our proportionate 
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share programs, acreage allotments, which we have in effect now in 
oe domestic beet sugar area, the mainland cane area, and Puerto 
ico. 

The quotas under the Sugar Act of 1948 are fixed for the domestic 
areas and The Philippines. They are variable for foreign countries. 
We arrive at them by establishing each year a consumption estimate 
of requirements of consumers during the calendar year. That con- 
sumption estimate is variable. The Secretary can increase it or de- 
crease it from time to time duritig the year, as ¢onsumers indicate 
through their purchases a desire for more or less sugar. 

We have fluctuated our requirement figures both ways. In 1948, 
when the revised act first went into effect, we were just through with 
sugar rationing and people expected that consumers would require 
vast qn of sugar. We started out with what we thought was 
a moderate estimate then, 7,800,000 tons. 

The market broke, people were not buying sugar, and we subse- 
quently lowered the estimate first to 7,500,000 tons and then to 7 mil- 
lion tons, later raising it back up to 7.2 million tons for that year. 

On the other hand, in 1950, you will recall after the outbreak of 
Korea, there was a great hoarding movement, and we had to increase 
the consumption estimate to the huge total of 8,700,000 tons in order 
to assure everybody in the country that they could have all of the sugar 
they. wanted. 

Under the Sugar Act of 1948, the domestic areas and the Philippines 
have fixed quotas, so that no matter what the aren estimate 
is, they can supply their fixed quantities. The variable quantities, 
therefore, go to Cuba and the so-called full-duty countries—foreign 
countries other than Cuba and the Philippines. 

You will, of course, during the course of the hearings, hear from the 
domestic producers that the domestic industry now wishes to revert 
back to percentage quotas, which were in the act from 1934 until 
1948 ; in other words, the domestic industry wishes to participate in the 
growth of the domestic market, something they have not done, ex- 
cept for Puerto Rico and the Virgin Islands, since 1948. 

The third mechanism of the Sugar Act consists of determinations 
for fair wages and fair prices. In other words, the Secretary of Agri- 
culture is required each year and for each area to determine whether 
processors, through their contracts, are paying fair prices to growers; 
whether they are giving growers a fair percentage of the returns they 
get from the sale of sugar. The Secretary is also required each year 
to determine for each area a fair level of wages, He does not prescribe 
maximum wages. He simply prescribes minimum wages, below which 
farmers cannot pay laborers and still receive Sugar Act payments. 
Along with the wage requirements, of course, is a provision which pro- 
hibits the producer, from employing child labor, 

As an enforcement provision and as an important segment of 
the income of our domestic sugar producers, the act provides for 
conditional payments. These payments.range from 30 cents per hun- 
dred pounds of recoverable sugar for production in excess of 30,000 
tons per farm, up to 80 cents per hundred pounds for production not 
in excess of 350 tons per farm. In other words, the very small imde- 
pendent growers, which include most of the Aapepenienh cane growers 
and substantially all. of the beet growers, get the maximum. rate of 
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80 cents per hundred pounds. The huge plantations get lower rates. 
Payments average, on the whole, 65 cents for all areas. 

The Sugar Act includes an amendment to the Internal Revenue 
Code, providing for a tax of one-half cent per pound of sugar used 
domestically. That applies to both domestic and offshore foreign 
sugar used in this country. 

Now, as to the effect of our program. First, on international trade: 

The protection afforded our domestic industry under the Sugar Act 
has made it possible through our international trade program to lower 
the tariff on Cuban sugar progressively from 2 cents per pound, as it 
was established under the Tariff Act of 1930, to one-half cent per 
pound at the present time. On full duty sugar, the rates have gone 
from 2.5 cents per pound to five-eighths of a cent per hundred pounds. 

The Sugar Act has also given the benefit of the quota premium to 
foreign suppliers. That has been of tremendous benefit to Cuba and 
the Philippines. It has also benefited, to a lesser extent, the other 
foreign suppliers that sell sugar in this market. 

As to our import and export trade: 

Since 1933 the value of our imports from Cuba has increased eight 
times. During the same period, since 1933, the value of our exports 
from the United States to Cuba has increased 17 times. Increases in 
our sugar imports from the full-duty countries have been very signifi- 
cant, percentagewise. The total quantity, of course, is small, being 
limited to slightly over 100,000 tons at the present time. 

So, as an instrumentality for improving our import and export 
trade, the Sugar Act has been rather effective. 

As to incomes for our sugar-processing industry, that is, the sugar- 


cane mills, the sugar-beet factories, and the refiners, the Sugar Act 

has enabled the industry to have stable earnings—earnings not quite 

so high, on the average, as those of other food industries, but never- 

theless very stable and reasonably satisfactory. It has not permitted 

all of the units of the Se to continue in mh 9 We have 
a 


had a large number of beet factories go out of existence; a large 
number of our raw cane mills, both on the mainland and in the offshore 
areas, also have gone out of existence under the program. We have 
had others come in. Our total capacity is larger today than it was 
at the outset of the program. 

Sugar prices are substantially double the level that they were at 
the bottom of 1933; in other words, from 1933, the bottom of the 
depression, to date, we have had an increase of about 100 percent in 
our domestic sugar prices. Compared with that, we have had an 
increase of approximately 167 percent in prices of all foods during 
that same period. So sugar has not risen as much as prices of other 
food commodities. 

The big increases are in returns to farmers and in wages. While 
the price of sugar has risen 100 percent since 1933, the returns farmers 
get per ton of sugar beets and per ton of sugar cane have increased, 
on the average, 170 percent. Wages of labor on our sugar farms in 
this country have risen, on the average, 350 percent since 1934. 

I think anyone, certainly any economist, looking at our sugar pro- 
gram must give major attention to its effect on efficiency of production. 
Characteristically, the economist worries about protection causing 
inefficiency in production, a laziness of producers, if you please. I 
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think the record shows very clearly that our sugar industry has forged 
ahead tremendously in efficiency of production. 

I think, frankly—there is no thinking about it—I can say positively 
that no foreign country in the world, no other country in the world 
could pay the wages that are paid to laborers in Hawaii and in our 
mainland areas, and succeed in producing sugar at anything like our 
prices. 

As to the payments made under the act: 

Our payments in recent years have averaged $64 million annually. 
It should be noted the Congress also has provided that a tax of one- 
half cent per pound be collected on sugar. Under our quota system, 
it is quite possible that we could have tightened quotas enough to 
have maintained a slightly higher level of prices to consumers and 
without a system of payments or a tax have had an amount equal 
to the payments go directly to producers. It would not have given 
us so effective and favorable a mechanism for enforcing the provisions 
of the Sugar Act. 

As compared with those expenditures of $64 million per year, our 
tax collections are $82 million per year. In other words, we have been 
collecting about $18 million per year more than we have been ex- 
pending. 

Now, Mr. Chairman, I have had passed out some charts. I have 
copies of them here in larger size, which your committee may wish to 
examine briefly, to show how we have administered this act pricewise 
and quantitywise since 1947. 

The chart is entitled “Sugar Prices—Raw and Refined Monthly, 
January 1947 to Date.” The bottom line on this price chart shows the 
world price of suger f. a. s. Cuba. 

The second line shows the raw price, duty paid New York City. 
The third line from the bottom shows the wholesale price of refined 
sugar, New York City. And the top line shows the formula price, as 
we call it, that is referred to in the Sugar Act, as a suggestion of a 
pris for refined sugar that would reflect the changes in the cost of 
iving or in the Consumer Price Index of the Bureau of Labor Statis- 
tics since price controls were lifted in 1947. 

(The chart referred to is as follows :) 
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Mr. Myers. The main points I want to call to your attention are: 

First, that in 1951, when we were before you the last time, the world 

rice of sugar was above the duty-paid price of sugar delivered in the 
United States. That was the result of the worldwide inflation in 
sugar prices that followed the outbreak of Korea. Under the quota 
system, we were able to avoid that inflationary movement. It took, 
in addition to the Sugar Act, I might say, export controls and also 
the cooperation of our foreign suppliers, who, during that period, 
were willing and did sell us sugar at less money than they could have 
gotten for it in the world market. 

After the summer of 1951 the world price broke sharply, and for 
the last year or so it has been hovering around 3.25 cents per pound 
f. o. b. Cuba. The domestic price of raw sugar has been relatively 
stable. You will observe it has slipped off a little bit since its peak in 
1951 and 1952. It has declined slightly. The refined price has in- 
creased slightly until the past year, when it stabilized, or declined a 
little bit. The widening of the margin between raw and refined sugar, 
of course, reflects the increasing wages and prices of materials paid 
by our refining industry. 

At no time since the ioe Act of 1948 has been in effect have prices 
risen to the formula level prescribed by the Sugar Act. 

The first of these charts is entitled “Sugar—United States Mainland 
Cane Production and Entries Into Continental United States From 
Cuba and the Philippines,” and the second is entitled, “Sugar—Pro- 
duction in United States Beet Area, Puerto Rico and Hawaii.” The 
two charts show, briefly, the production and receipts of sugar into the 
United States market. 

The top line in the first chart shows imports from Cuba from 1900 
to date. You will observe the tremendous rise in imports from Cuba 
from 1900 up to the early 1920’s, then a slipping off at a tremendously 
sharp rate in the late 1920’s, reaching the bottom in 1933. 

Then under the Sugar Act, a gradual rise until the war, then a 
sharp rise, with our imports depending only upon the quantity of 
sugar that we had available and the shipping space to import. it. 
Since 1947 there has been a decline in our imports from Cuba. The 
reason for that has been that our domestic areas have come up to 
their full production under the Sugar Act, and, most important of 
all, the Philippines have recovered from no exports during the war 
period, to their full quota of 974,000 tons. Quota deficits of other 
areas supplied in whole or in part by Cuba have become less significant. 

Cuba, of course, has, under the Sugar Act of 1948, received sub- 
stantially all of our increase in domestic requirements. That has not 
quite offset these increases in production in the other areas. 

I think, however, that the decline has clearly reached its bottom, 
and that from here on out it is a question of the extent to which 
our receipts of Cuban sugar will increase, certainly, under the act as 
it stands. 

You will observe, of course, as I pointed out, that our imports from 
the Philippines were rising very sharply until the Sugar Act went 
into effect in 1934. Then they were stabilized ; they fell to zero during 
the war, and have since recovered to their full level. 
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Mr. Myers. The mainland cane area which is shown also on that 
same chart, you will remember, had about 400,000-ton production 
back in the early 1900’s, and it almost went out of existence in the 1920's 
because of the mosaic disease. It has since recovered, and with the 
increase in acreage in Florida and well nigh perfect weather, it has 
exceeded its marketing quota of 500,000 tons very greatly in the last 
3 years. 

‘The final chart, which I have already mentioned, shows production 
in our major domestic areas, the top line being our beet area. You 
will see the general increase from 1900 to date with rather wide fluc- 
tuations, depending upon prices of competing crops and wartime 
conditions. Production rose last year to practically 2 million tons, 
the second level of 1950. We will hold that back this year, we expect. 
We are trying to hold it back to 1,800,000 tons under the proportionate 
share program. 

In Puerto Rico there has also been a sharp increase. Puerto Rico 
had difficulties during the war, partly because of supply problems and 
partly because of drought. Those troubles have passed. They have 
increased their acreage. A few years ago they were producing very 
creatly in excess of the total of their mainland and local marketing 
quotas, producing around 1,300,000 tons a year. We are holding 
them down now to around their marketing quota level through the 
proportionate share program. 

In Hawaii they have had an upward trend in production over the 
years because of increasing efficiency of output. They had difficul- 
ties during the war, then their tremendous strike occurred in 1946. 
The have come out of that difficulty and Hawaii is today producing 
right at the total of its mainland and local quotas. 

Mr. Chairman, that is all that I have to say. I know that Mr. 
Holland wants to get on the stand in a hurry because he is catching 
a plane. 

The CuatrMan. Thank you very much, Mr. Myers. Will you 
stand by until we can conclude with Mr. Holland, so that you may 
be recalled for questions ? 

Mr. Myers. Fine. Thank you. 

The Cuatrman. Mr. Holland, we will be glad to hear from you 
now. Our next witness is Mr. Henry F. Holland, Assistant Secretary 
of State for Inter-American Affairs, United States Department of 
State. 


STATEMENT OF HENRY F. HOLLAND, ASSISTANT SECRETARY OF 
STATE FOR INTER-AMERICAN AFFAIRS, UNITED STATES DEPART- 
MENT OF STATE 


Mr. Hotzanp. Mr. Chairman and members of the committee, for 
the record, my name is Henry F. Holland. I am Assistant Secretary 
of State for Inter-American Affairs. 

I want to express my appreciation to the committee for the op- 
portunity to appear before you. 

Sugar is of very great importance in United States relations with 
a large number of leecen countries, especially the Latin American 
countries. The,State Department, therefore, emt Suprecente the 
opportunity ‘to-comment on the question of sugar legislation which 
you are now considering. 
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The Department’s general position is contained in its report on 
H. R. 5406. 

As was indicated in the report, the Department recognizes that 
the domestic sugar industry faces a serious problem in the disposal 
of surplus stocks. The Department is also sympathetic toward the 
desire of domestic producers to share in the growth of the domestic 
market. The Department believes that a considerable-measure of 
relief could be afforded the domestic industry during the fiscal year 
beginning July 1, 1955, through Government purchase of sugar for 
use in foreign relief programs. The Department is also in favor 
of permitting domestic producers to share in increases of sugar con- 
sumption in the United States beginning January 1, 1956, and measur- 
ing increases in consumption from the level of 8,350,000 tons. The 
Department believes, however, that the pe pp legislation should 
not take effect before January 1, 1956, and that increases in con- 
sumption should not be measured from a level lower than 8,350,000 
tons. 

The principal questions raised by the proposed legislation for the 
Department are: 

1. The time when it should take effect. 

2. The extent to which domestic producers should share in in- 
creased consumption. 

8. The way in which the sugar which is to be supplied by foreign 
countries should be shared among such countries. 

Referring now to the first of these questions, the time when legisla- 
tion should take effect : 

To change the legislation to take effect before January 1, 1956, 
would mean a worsening of the position of foreign producers in this 
market with regard to sugar they have already produced in the ex- 

ectation of selling it here in accordance with legislation which still 
on more than 11% years to run; to measure “increases in consump- 
tion” from a level less than 8,350,000 tons would, in fact, give a retro- 
active effect to the legislation, since sugar consumption in the United 
States will undoubtedly reach the level of 8,350,000 tons before 
the end of the present year, if it has not already done so. 

Although Congress may, of course, alter sugar legislation at any 
time, it is the Department's belief that Members of the Congress, even 
in the absence of State Department recommendations, would wish to 
take the following into account in deciding whether to give a retro- 
active effect to the legislation : 

1. Since 1937 sugar legislation has customarily been enacted for 
4- or 5-year periods and has been allowed to run its course without 
substantial modification during such periods. 

2. Foreign countries whose exports of sugar to the United States 
are limited by the Sugar Act have come to rely on the stability of our 
sugar policy over these 4- or 5-year periods. 

3. Frequent references have been made, during previous congres- 
sional hearings and debates on sugar legislation, to the need for pro- 
viding legislation, in advance, for a term of years in order that do- 
mestic and foreign producers may plan their production with great- 
er assurance. To change the legislation to take effect’this year would, 
of course, mean worsening of the position of foreign producers in 
this market with regard to sugar which they have already produced 
in the expectation of selling it here. 
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4. The structure of the quota system under the present act, with 
fixed quotas for domestic areas and with foreign producers meeting 
residual requirements, was established in 1947, to become effective in 
1948, on the initiative of our domestic sugar producers. 

5. Other domestic producers volunteered in 1951, when the act was 
revised, to have their quotas remain unchanged if something could 
be done to increase the quota of Puerto Rico, one of the domestic 
areas, 

6. The duration of the Sugar Act was an integral part of the 
“package” which’ the executive branch recommended in 1951 as an 
equitable compromise between foreign and domestic producers sup- 
piying this market, and the testimony on behalf of the executive 
branch indicated its expectation that the act would remain in effect 
for a 4-year period, 

The second of the points mentioned was the extent to which do- 
mestic production should share increases in consumption. 

There are also a number of considerations which support the view 
that it would be undesirable for new sugar legislation to accord less 
favorable quotas to foreign producers than those being recommended 
by the executive branch. These include the following: 

1. Any reduction in the foreign share of our sugar market will in- 
volve a loss for the United States which is at least as large as the 
amount of’the reduction. For exemple, our exports and our pro- 
duction for export will be less by virtually the same dollar amount. 
Since almost every State in the Union produces articles that are ex- 
ported to Cuba and other foreign counties which ship sugar to the 
United States, a reduction of our purchases of their sugar would be 
i serious matter to our export trade and would affect many United 
States industries throughout the entire country. 

Generally speaking, the prosperity of our export industries depends 
on the ability of foreign Ae oes to buy our goods; and this, in 
turn, depends on the number of dollars which these countries can 
obtain by selling their products in the United States market. The 
dollars which Cuba and other foreign countries receive for sugar sold 
in the United States are returned almost immediately in payment for 
such products as pork, rice, apples, and manufactures of various 
types. Most of the countries which sell sugar to the United States 
have an unfavorable trade balance with the United States. They 
wish to-buy an increased volume of our export products but are able 
to do so only by increasing their sales here. 

2. To adopt legislation less favorable than that recommended by 
the executive branch would mean a further worsening of economic 
conditions in Cuba, Cuba’s sugar production has already been re- 
duced from 8 million short tons in 1952 to 5 million short tons in 1955. 
Cuba is financing a very large surplus of sugar of at least. 1,200,000 
short tons. The Cuban Government estimates that, because of the 
cutback already made in its sugar production, salaries in the industry 
have had to be reduced by approximately 13 percent. The take-home 
pay of workers has been a by a Farther 27-percent cut during 


the “dead season.” Any action on our part which would materially 
worsen Cuba’s present economic position would, of course, mean re- 
duced public support in Cuba for that Government’s present policy 
of close cooperation, with the, United States. It would also mean 
strengthening the hand .of 25,000 active Communists in, Cuba just 
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after the Cuban Government has established a new organization for 
the repression of Communist activities. ; 

The third of the three points I mentioned was the way in which 
sugar which is to be supplied by foreign countries should be shared 
among such countries. ry 

Sharing the foreign quota: Principally because of the quota system, 
the price of sugar in the United States market is usually considerably 
higher than in the world market. Last year domestic prices exceeded 
world prices by an average of approximately 2 cents per pound, or 
the equivalent of about 60 percent of the world market price during 
the year. Furthermore, foreign sugar consumed in the United States 
receives tax and tariff treatment which varies widely depending wpon 
the area in which it is produced. 

In view of the price at which sugar sells in the United States in 
comparison with the price it brings in the world market, it is only 
natural that foreign suppliers should urge that their quotas be in- 
creased. It is also not surprising, in view of the difference in quota 
and tariff treatment accorded to different foreign suppliers, that many 
of the suppliers should believe that they are receiving less favorable 
treatment than is accorded to other suppliers. The artment has 
received communications from a considerable number of foreign gov- 
ernments during the past year while possible revision of the Sugar 
Act has been under consideration. These communications have come 
from Cuba and the Philippines, our largest and second largest foreign 
suppliers, respectively. mmunications have also been received from 
a number of the governments of the full-duty countries, including 
Peru, the Dominican Republic, Mexico, Formosa, and Panama. 

The position of the executive branch to the effect that domestic pro- 
ducers should be permitted to share in increases in consumption above 
the level of 8,350,000 tons to the extent of 55 percent is, of course, now 
known to governments of these countries. Cuba is urging that in- 
creases in consumption continue to be divided on the basis of 96 
percent to Cuba and 4 percent to the full-duty countries. The full- 
duty countries are alleging that they have always been discriminated 
against in relation to Cuba and the Philippines, and they are urging 
that they be given greatly increased quotas. Some of these countries 
which have been unable because of the restriction on imports of sugar 
contained in the Sugar Act to establish a record of supplying sugar 
to this market over any considerable period of time, such as Fates 
and Panama, are pressing for quotas that are very large in relation 
to the small quantities which they have shipped to us in the past. 

The Philippines, which has a maximum quota of 977,000 tons, raw 
value, as provided in the Philippine Trade Act of 1946, is urging that 
they also be given the right to participate in increases in consump- 
tion, stating that their quota should not be the only one, foreign or 
domestic, which is not increased. The revised Philippine Trade Act, 
now pending before Congress, would remove the present maximum 
limitation on the Philippine quota. Philippine sugar is not now sub- 
ject to duty, but is scheduled, under the new Trade Act, to begin pay- 
ing a nominal rate of duty in 1956, equal to 5 percent of the rate 
ee to sugar from Cuba. This is to be increased to 10 percent 
of the Cuban rate in 1959 and to 20 percent in 1962. 

The decision concerning the relative shares of the foreign suppliers 
should, of course, be made on the basis of standards which can be 
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applied as Sa as possible among the various countries. The 
decision must also be made within the framework of the decision 
which will be taken regarding the recommendation of the executive 
branch that increases in consumption should be shared by domestic 
producers. 

The recommendation that domestic producers be permitted to share 
in increases in future consumption beginning January 1, 1956, to the 
extent of 55 percent of such increases will mean that the share of 
Cuba and the full-duty countries will be reduced to 45 percent, at the 
maximum. Most of this reduction will, of course, be borne by Cuba. 
Furthermore, Cuba and the full-duty countries together will lose to 
domestic producers an estimated 80,000 to 100,000 tons of sugar dur- 
ing 1956 which would have gone to them under present legislation. 
Any increase in the share of the full-duty countries would reduce 
Cuba’s share further. It is believed, nevertheless, that the share of 
the full-duty countries is so small in relation to the share of Cuba 
and the Philippines—because of favorable treatment accorded by us 
in the past to the latter two countries—that the participation of the 
full-duty countries in increases in consumption shoal e materially 
increased beginning January 1, 1957. 

The Department does not recommend an increase in the Philippine 
quota at this time. The Department believes, however, as is indi- 
cated in its report on H. R. 5406, that consideration should be given 
to allowing the Philippines to share in increased consumption when 
sugar legislation is next amended and after sugar from the Philip- 
pines begins to pay a tariff. 

Dividing the quota of the full-duty countries among such countries 
involves a problem somewhat like that of dividing the quota for 
foreign countries other than the Philippines among Cuba and the 
full-duty countries. As was suggested earlier, some of the full-duty 
countries have been unable, because of the limitations imposed by the 
Sugar Act, to establish any record as a substantial supplier of sugar 
to the United States market. The Department believes that special 
consideration should be given to the countries in this group which, 
during the past 2 years, have taken full advantage of the provision of 
the act which permits them to supply 1,000 tons of sugar to this market 
on a first-come, first-serve basis. The Department supports the pro- 
posal contained in the legislation being submitted by the Depart- 
ment of Agriculture which would triple the amount of sugar that 
such countries can supply. 

The Cuarrman. Mr. Holland, we thank you very much for your 
statement, which reads very much Jike a veto message, does it not? 

Mr. Horxianp. It reads very much like what? 

The Carman. A veto message. 

We have 30 bills, or approximately that number of bills, before the 
committee, none of which contain the provisions recommended by 
you in your statement. 

Mr. Hotiann. The statement that I have read is the very earnest 
statement of conclusions reached after careful study of a most com- 
plicated problem. 

I would ask the chairman’s indulgence in this respect also, if I may. 

This morning the Department delivered to you, sir, a letter, which I 
believe is in response to inquiries from you, and which, to a some- 
what more greater degree, discusses particularly the problem of the 
division of the foreign producers’ share among those producers. 
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I believe it would make your record more useful if you would per- 
mit that letter to be included, and you might also want your clerk to 
read it at some later stage in these hearings. _ , 

The CuatrMan. Without objection, we will have this statement 
which you have referred to included in the record at this point in 
your testimony. 

Mr. Hotianp. Thank you, Mr. Chairman. 

(The letter referred to, dated June 22, 1955, is as follows :) 

JUNE 22, 1955. 
Hon. Harortp D. Coorey, 
House of Representatives. 

Dear Mr. Cootey: I refer to your letter of April 8 requesting a report on 
H. R. 5406, a bill to amend the Sugar Act of 1948 and to the Department’s 
acknowledgment of April 6. 

Sugar ranks first in importance in our trade with Cuba and the Philippines 
and is also significant in our trade with the Dominican Republic, Haiti, Peru, 
Mexico and Nicaragua. For this reason H. R. 5406 is one of the most im- 
portant measures introduced at this session of Congress from the standpoint 
of United States foreign relations, especially with Latin America. The State 
Department is, accordingly, grateful for the opportunity to comment on the 
bill and to point out certain problems which its enactment would raise in our 
relations with the foreign countries which supply sugar to this market. 

The Department recognizes that the domestic sugar industry faces a serious 
problem in the disposal of surplus stocks; it is sympathetic toward the desire of 
domestic producers to share in the future growth of the domestic market. The 
Department would, accordingly, net oppose amendment of the act, effective 
January 1, 1956, to provide for the allocation to domestic areas of 55 percent of 
increases in consumption above the level of 8,350,000 tons, this figure represent- 
ing a conservative estimate of probable consumption during the year 1955. 

The Department recommends, however, that no change in the quota provi- 
sions of the act be made effective before January 1, 1956. Foreign suppliers 
have already adjusted production to their anticipated market under existing 
legislation for the current year, and any revision of the basis for the allocation 
of 1955 quotas when half of the year has already elapsed would be retroactive 
in effect. The following considerations would support protests which foreign 
countries would undoubtedly make on this point: 

1. The bill takes the consumption level of 8,200,000 tons, on which present 
quotas are based, as the point from which increases in sugar consumption in 
the United States are to be measured, notwithstanding the fact that the Depart- 
ment of Agriculture in establishing the figure, announced that it had subtracted 
300,000 tons from its estimate of anticipated consumption in order to provide 
support for sugar prices in the United States. The proposed base is actually 
50,000 tons below last year’s final quotas. 

2. The bill provides that domestic producers be permitted to supply 100 
percent of United States sugar requirements between the level of 8,200,000 tons 
and 8,338,000 tons, thus immediately reducing foreign allocations 50,000 tons 
below the levels reached last year, and assigning to domestic areas 100 percent 
rather than 55 percent of the anticipated increase in quotas during the current 
year. 

It was contemplated, when the act was last revised in 1951, and Cuba’s quota 
was reduced by 176,000 tons, effective in 1953, in order to increase the quotas 
of two of the domestic areas, i. e., Puerto Rico and the Virgin Islands, that 
the act would remain in effect for a period long enough to permit Cuba to recoup 
this loss out of increases in consumption. Actually, Cuba’s shipments of sugar 
to the United States have declined each year since 1952 and would decline an 
additional 51,000 tons in 1955 under the provisions of the proposed bill. Cuba 
has already adjusted its production downward from 8 million tons in 1952 to 
5 million tons in 1955, and is holding surplus stocks of about 1,400,000 tons, or 
some 3 times the estimated surplus carryover of domestic producers. Salaries 
in the sugar industry have fallen by an estimated 13 percent as a result of the 
cutback in production, and unemployment has become a serious problem. A 
reduction in the Cuban quota at this time would accentuate the depression 
in the industry and undoubtedly have an unfavorable effect upon our political 
relations with Cuba, as well as with other foreign suppliers. 





AMENDMENTS TO SUGAR ACT OF 1948 17 


The problem of dividing the foreign share of increases in consumption is a 
yery complex one. It should, of course, be resolved on the basis of standards 
which can be applied as uniformly as possible among the interested countries. 
It must be resolved within the framework of the decision made with respect 
to the division of increases in consumption between domestic countries as a 
group and foreign countries as a group. The Department believes that no 
change should be made in the present method of allocating quotas among Cuba 
and the full duty countries until January 1, 1957, the expiration date of the 
present legislation. 

The Department also believes, however, that from January 1, 1957 until 
December 31, 1962 the United States should broaden its foreign sources. of 
sugar by increasing the share of the full duty countries in the foreign share of 
increased consumption. Although the share of the full duty countries was in- 
creased threefold in 1953, it still remains relatively small. They receive 4 
percent of the total foreign allocation, excluding the Philippines. It is believed 
that, during the period of the proposed legislation, the share of the full duty 
countries in the total foreign share of increases in consumption should be in- 
creased to 40 percent, and the share of Cuba reduced to 60 percent. The 
Department is opposed to any larger increase in the share of the full duty coun- 
tries, especially in view of our normal dependence on Cuba for emergency sup- 
plies of sugar, the current economic situation of the Cuban sugar industry, and 
the reduction which will be made when domestic producers begin to share in 
increases in consumption. The Department also believes that relative shares 
of Cuba and the full duty countries should be reconsidered when sugar legisla- 
tion is next revised. 

No change is recommended in the Philippine quota at the present time, 
especially since the Philippine Trade Act of 1946 establishes a maximum quota 
of 977,000 tons, raw value, and since the revised Philippine Trade Act is now 
pending before the Congress. The Department believes, however, that con- 
sideration should be given to allowing the Philippines to share in increased 
consumption when sugar legislation is next amended, and after sugar from the 
Philippines begins to pay a tariff. 

It may be noted that the effect of the Department’s recommendations regarding 
the division of the foreign quota would be to more than double the participation 
of the full duty countries in the United States market between 1955 and 1962. 
On the assumption that sugar consumption in the United States will be 8,400,000 
tons in 1955 and that it will be increased by 100,000 tons each year through 1962, 
the effect of the recommendations would be to permit the quota of the full duty 
countries to increase from approximately 119,000 tons in 1955 to approximately 
252,000 tons in 1962 and to permit Cuba’s quota to increase from about 2,860,000 
tons in 1955 to about 3,015,000 tons in 1962. The share of the full duty countries 
in the total quantity of sugar supplied to the United States by Cuba and the full- 
duty countries combined would increase from 4 percent in 1955 to about 7.7 per- 
cent in 1962. It may be noted that this would give to the full duty countries a 
share relative to Cuba’s share which is not very different from their share during 
certaim: years in the past when restrictions ‘on the importation of sugar, for one 
reason or another, have not been fully effective. For example, during 1941, when 
United States quotas on sugar were greatly expanded, the United States im- 
ported 2,700,000 tons of sugar from Cuba and 190,000 tons from the full duty 
countries. The percentage supplied by the full duty countries of the total which 
was supplied by Cuba and the full duty countries combined in this year was about 
6% percent. Also, during 1920 when the price of sugar was so high that the 
tariff was of minor importance, the United States imported 3,127,000 tons of 
sugar from Cuba and 246,000 tons from those full-duty countries which are now 
regular suppliers of this market. The full-duty countries’ share during this year 
of the total supplied by Cuba and the full-duty countries combined was approxi- 
mately 74% percent. 

The Department would be glad, should the committee so desire, to make avail- 
able to the committee the texts of the communications it has received from 
foreign governments which have expressed an interest in the matter. 

The Department would also be glad to furnish any additional comments which 
the committee may desire during or prior to the committee’s hearing on the bill. 

The Department has been advised by the Burean of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary. 
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The CHarrMAn. We will have it read before the committee at a 
later date. 

I would like to ask this question about the statement : 

The substance of the statement is in accord with the statement you 
have made? 

Mr. Hoxtuanp. That is correct. 

The Cuarrman. If I understand it, the executive branch of the Gov- 
ernment represents the present sugar law somewhat in the nature of 
an international agreement, because the offshore producers and sup- 
pliers have heretofore been led to believe that they could safely re Y 
upon the act and believe that it would run its course, and you thin 
it would not be proper for us to make any drastic change in the sub- 
stance of the act now in operation ? 

Mr. Hotianp. I cannot say that we view it as an international 
agreement, because it is not one, but the expectation formed by the 
interested parties at the time of the last amendment would support 
the other statements made by you: 

The CuarrmMan. Well, to sum up your statement, you are recom- 
mending that any change in the act become effective on January 1, 
1956 ? 

Mr. Houzanp. That is correct. 

The Cxarrman. And that no change be made in the provisions of 
the act which permit foreign producers-suppliers to participate in our 
market to the extent now provided by law? 

Mr. Hottanp. I would put it slightly differently. 

The Cuatrman. Let me just au: other than the change in the 
growth quota. 

Mr. Hotxianp. It proposes that there be no change this year, as you 
say. 

The CuHamrMAN. Except next year you propose a change in the 
growth Tet, beginning January 1, 1956? 

Mr. Hotianp. We would propose a division of all growth, Mr. 
Chairman, above a level of 8,350,000 tons. 

The Cmsmmiai, That is the provision of the bill now in operation ; 
is it not? 

Mr. Hotxanp. No, sir; the bill now in operation—— 

The Cuarrman. Where do you get the — of 8,350,000 tons? 

Mr. Hotuanp. That was developed in the course of studies of this 
problem between the different interested agencies of the Government. 

It is felt that that is a just and fair—you might call it benchmark 
above which further growth in domestic consumption should be di- 
vided between foreign producers and our own domestic industry. 

The Cuatrman. In other words, anything above 8,350,000 tons pro- 
duced in 1956 should be divided 55 percent to the domestic producers 
and 45 percent to the foreign producers? 

Mr. Hotianp. That is correct. 

The Cuamman. If a change is made in the present program, such 
as is proposed in many of these numerous bills, the result would be to 
take away from Cuba certain tonnage which Cuba otherwise would be 
permitted to supply under the law 

Mr. Hoxzanp. And in this year. 

The Cuarrman. And if you dated it back to 1955, it would be retro- 
active and ex post facto, so to speak? 

Mr. Hotxianp. That is correct; yes. 
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The Cuarrman. In rewriting the legislation and changing this pro- 
vram formula, I understand from your statement that you feel that 
these other countries, such as Peru, Mexico, Panama, and the Domini- 
can Republic, should be given further consideration ? 

Mr. Honuanpn. That is true, Mr. Chairman. 

We feel that ep. January 1, 1957, the other foreign suppliers 
should be allowed a greater participation in the supply of sugar by 
foreign suppliers to the United States market. 

The CuHameman. How did you arrive at the figures of 55 and 45? 

Mr. Hoxtuann. Those figures represent a relationship between for- 
eign and domestic suppliers that prevailed in the domestic market 
during a substantial period of time. 

The Cuatrman. Well, now, how many years have the domestic 
producers reached their quotas? Mr. Myers might give us that figure. 

Do you know offhand, Mr. Myers? 

Mr. Myers. It varies for the various areas. Without checking the 
figures, 1 would say that the beet area has reached or exceeded its quota 
in existence at the time, at least half a dozen times since the Sugar Act 
has been in effect. 

The mainland area has exceeded it consistently for about the last 
3 years, and Puerto Rico has exceeded the quota that it has had in 
effect at the time several times during the prewar period, and rather 
consistently since 1948. 

The Cuarrman. I knew that Puerto Rico had exceeded its quota, but 
| was under the impression that it was only on 2 or 3 occasions that 
the beet and sugar continental producers exceeded theirs. 

Mr. Myers. On 2 or 3 occasions we have had to restrict their pro- 
duction. Frequently they have done as beets did in 1950, produced 2 
million tons, but in 1949 and 1951 they produced so much less that 
it was not necessary to restrict the production. 

The Coarrman. How many times have we actually imposed: quotas ? 

Mr. Myers. We have imposed marketing quotas for parts of about 
} years on beets, but never fully until 1954 and 1955; and 1955 was the 
tirst year that we have had restrictive proportionate shares in since 
the war, that is, on beets. 

We had proportionate shares in on beets, I believe, in 1940 and 
1941, 

The Cuatrman. Nothing has been done to discourage the increase in 
production of domestic sugar ? 

Mr. Myers, The quotas have not been irksome, I would say, on the 
mainland areas until last year, and this year on beets, and the past 2 
years on mainland cane. 

In the case of mainland cane, you have had in addition to a remark- 
able increase in their efficiency of production, also well nigh perfect 
weather conditions, which have greatly increased their yield. 

The CHarrman. Mr. Holland, to make this plain, I understand, 
then, that the executive branch of the Government does not now recom- 
mend any increase in the quota for domestic cane and beets produced 
during the current year / 

Mr. Hotuanp. That is correct. 

The Cuatrman. The Department does recommend a change in the 
vrowth formula which will enable the continental producers to partici- 
pate to a larger degree in the sugar program? 
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Mr. Howianp. Beginning chronologically January 1, 1956, and 
beginning volumewise at 8,350,000 tons. 

The Cuarrman. That is right. , 

How can you justify shortening the course which the Sugar Act 
would run, which is to December 31, 1956, and moving it up 1 year to 
December 31, 1955—how do you justify that? 

Mr. Horxianp. The feeling of the executive is that the problems of 
the domestic industry are such that they merit consideration and that 
they justify the solution that. is recommended in the: executive posi- 
tion, that these problems are difficult at this time, and apparently are 
becoming more burdensome to the domestic industry, and for that 
reason the executive is prepared to recommend the acceleration by 
1 year. 

The CuarrMan. In the argument that you have made—and you 
have made a very good argument—it is rather persuasive, that we 
should not change this act until it has run its course, and after having 
submitted all of these arguments involving the international impli- 
cations and whatnot, you still compromise by stopping the effective 
date on January 1, 1956. 

We are making a record. I want to know just how the Department 
justifies that, except as you have suggested here, that it was somewhat 
in the nature of a compromise because you felt that. our domestic 
producers should be given further consideration because they had pro- 
duced abundantly. 

Mr. Hoxuanp. In every such problem as this, Mr. Chairman, of 
course, it is trite for me to say so, there are factors that weigh for 
and there are factors that weigh against any proposed solution. And 
in a good faith effort to weigh those factors and give maximum con- 
sideration to the basic interests involved, we have come to the conclu- 
sion that the position we have recommended to you is the soundest 
for this Government to take. 

The Cuatrman. You are speaking now for the executive branch 
of the Government. 

Does Mr. Benson, the Secretary of Agriculture, agree with the 
statement that you are presenting ? 

Mr. Hottanp. The representatives of Agriculture are here present, 
and I am sure that-they would prefer to answer. 

The Carman. I am asking you. I understood you had reached 
an agreement on the substance of your statement; in other words, 
we want to know now whether you have had a meeting and if you 
are in substantial accord. 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Morsr. As to the effective date, January 1, 1956, and this base 
of 8,350,000 tons, I would be glad to say we subscribe to it fully. 

The Cuairman. You do say, then, that you are in accord with Mr. 
Holland’s statement with reference to those two factors. 

Are there any other differences between the two departments? 

Mr. Morse. The State Department has testified here in reference 
to the matter of the division of imports from foreign countries, which 
- .. area which we have felt that the State Department should 

iandle. 
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The CuatrmMan. You mean that division of the growth formula? 

Mr. Morse. The division as between Cuba and full-duty suppliers, 
which is purely in the State Department area and, therefore, we would 
look to them for guidance. 

The Cuarrman. With respect to the division, the 55 and 45 percent, 
between Cuba and full-duty countries, the Department of Agriculture 
recognizes the right of the State Department to make a recommenda- 
tion. 

Mr. Morse. Yes, sir. As to the 55-45 division—55 to the domestic 
and 45 to the others, we subscribe to that. It was in effect for about 
i4 years under the act before the fixed quotas were adopted. 

The Cuarrman. In other words, you are then in agreement with the 
State Department in the statement presented here today by Mr. 
Holland ? 

Mr. Morse. As affecting the domestic suppliers, yes, sir. 

The Cuatrman. It is not a question of being in disagreement ? 

Mr. Morse. That is right. 

The CuHamman. You recognize the right of the State Department to 
recommend the division of 45 percent to Cuba and the full-duty 
countries ? 

Mr. Morse. Yes, sir, Mr. Chairman; that is correct. 

The Cuarrman. So then, there is no disagreement between the two 
Departments ? 

Mr. Morss. That is right, sir. 

The Cuatrman. Mr. Hope desires to ask you some questions, Mr. 
Holland. 

Mr. Horiann. Surely. 

Mr. Hoez. ‘Mr. HoHand, as I understand it, the principal difference 
between the Department of State and the other governmental agencies 
which are involved here and the pending bill is in the matter of timing, 
that is, you are not in disagreement with the viewpoint or the prin- 
ciples that are involved in this legislation except as to the time when 
they should go into effect. Is that a correct statement ? 

Mr. Hotxianp. Did you say the difference between the Department 
of State and the other agencies of Government here involved ? 

Mr. Horr. No, no. The difference between your position and the 
position of the other Government agencies, which I understand to be 
the same as yours, and the authors of these bills, we will say, is a matter 
as to when the legislation should go into effect; is it not? 

Mr. Hottanp. No, sir. I would not attempt to detail each difference, 
but I would state first categorically that any difference between any 
proposed legislation and the bases that I have undertaken to state 
here to the committee would represent a divergence of view between 
the Department of State and the proponent of that other view. That 
is a multilateral statement, but I am trying to be accurate. 

Then I will go forward and say that certainly there are differences 
of view in these respects : 

_ First, as. to when the domestic industry should begin to participate 
in the growth. 

Second, the point at which the domestic industry should begin to 
participate in increased consumption in our domestic market. 

_ Mr. Horr. The second point, however, is quite the same as the 
first, is it not, because if I understood you correctly, you say that 
the domestic industry should not begin to participate until the level 
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of 8,350,000 tons is reached. In effect, you say that it should not be 
retroactive as to the time when the domestic industry should begin 
to participate. It is still a matter of time; is it not? 

Mr. Houxianp. I would say, sir, that it is a matter of time and of 
volume. It may well be that both marks, that the two marks, may 
be reached simultaneously ; if the volume mark has not already been 
reached, as it may well have been, but it is our position—and I am now 
reiterating and I will try not to do it too lengthily—that the domestic 
industry should be allowed to participate in growth after January 1, 
1956, and above a level of 8,350,000 tons. 

Mr. Hore. But this figure of 8,350,000 tons is really based, is it 
not, upon the ee that that is a figure which will be reached 
this year, and a lower figure than that as the basis would be making 
it retroactive. 

Mr. Hoxuanp. I believe there is very little question but. that the 
$,350,000 tons will be reached this year if, as I said, it-has not already 
in fact been reached. 

Mr. Hopr. I do not care to pursue that question further, but I am 
correct, am I not, in saying that so far as the general principles which 
are involved in the bills that are before the committee are concerned, 
that you accept those general principles, except as to the time when 
they should go into effect and the level at. which the participation in 
the increase in consumption should take place ? 

Mr. Hotuanp. I believe, Mr. Hope, that there are'no general prin- 
ciples expressed in the legislation that is before you: which do not 
relate to these factors that you and I have been discussing, with the 
exception of the general principle with which we are:in accord, that 
the Seieibetie industry should be permitted after January 1, 1956, to 
participate in further = in consumption here in: our domestic 
market. With that qualification, we accept that principle. 

Mr. Hors. After we get to 1956, there is no difference of opinion, 
Jet us say—there is no difference between your view and the views 
expressed in this legislation ? 

Mr. Hottanp. Yes. I believe—— 

Mr. Horr. Put this assumption in: Assuming that the level of 
consumption reaches 8,350,000 tons at that time—— 

Mr. Hotzianp. Yes; I believe there is an additional difference. I 
am trying not to overlook any substantial difference. 

The legislation that is before the committee, I believe, contem- 
plates that the domestic industry, when it begins to participate in 
growth, in increases in consumption, would be accorded 100. percent 
rather than 55 percent—100 percent of all growth between the level 
of 8,200,000 tons, and if my memory does not trick me, 8,388,000 tons. 
Our views are inconsistent with that principle as well. 

Mr. Horr. Of course, that is not really a question of principle. It 
is more a question of figure, is it not? 

Mr. Houianp. I view them as quite similar—principles and figures, 
in this respect. 

Mr. Horr. If you accept this growth principle, that participation 
in the growth principle contemplates going back to the formula we 
had prior to 1948, as you understand it? 

Mr. Houianp. If by that you mean that you refer to the 55-45—— 

Mr. Horr. Yes. 
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Mr. Hoxtanpv. Then, with the qualifications that I have tried 
meticulously to state, we believe that the 55-45 relationship is a sound 
one. 

Mr. Horr. Am I not substantially correct, though, in the overall, 
in saying that your principal objection to this legislation is that it 
goes into effect earler than you think it should, and goes into effect 
at a lower level of consumption than you think it should? It is a 
timing factor more than anything else, is it not? 

Mr. Hotxanp. No, sir. 

I am trying squarely to meet each question that you ask me. 

The principal objections of the Department of State to the proposed 
legislation relate to timing. relate to the benchmark above which the 
domestic industry would participate, and relate to the principle con- 
templated by the proposed legislation that 100 percent of a certain 
quantity of growth would be accorded to the domestic industry rather 
than a share. 

And when you take out those three principles, I am afraid that 
we fairly well cover the bill. 

So I have some reluctance in saying that, aside from those prin- 
ciples, I agree with everything else in the bill because I do not remem- 
ber much else in the bill. 

Mr. Horr. All I am trying to do is to see if we can narrow this 
thing down. I donot think there is a great deal of difference between 
your position and the position of those who are supporting this legis- 
lation. Maybe I am wrong about that. 

But I do not think in a year from now, if this bill came up in 1956 
instead of 1955, I think we would be pretty much in agreement, would 
we not? 

Mr. Hotnanp. No, sir. I believe that we would be widely apart 
because, as I have mentioned here, the proposed legislation would 
accord in each year and in all years hereafter and during the life of 
the bill 100 percent—it would accord to the domestic industry 100 
percent of all consumption of sugar in the United States between the 
levels of 8,200,000 tons and 8,388,000 tons, or a quantity of 188,000 tons, 
which, whenever the legislation were to be raised, would be a very 
substantial difference between the position that 1 have undertaken 
to explain here and what I conceive to be the structure of the legis- 
lation that lies before you. 

Mr. Horr. I still think that we are not very far apart. 

Mr. Hotxtanp. And with the utmost respect, I still think there is 
considerable difference. 

Mr. Hors. Of course, this 188,000 tons—I am not arguing about 
that—whether that should be in it or should not be in it, so far as that 
is concerned—it is not a very large amount when you consider the 
tonnage involved in this legislation, or the tonnage involved in the 
whole sugar picture. 

Mr. Hotxianp. It is worth a good many millions of dollars, Con- 
gressman Hope. 

I consider it a very significant quantity of sugar. 

Mr. Horr. That is still not a matter of principle, though, as much 
as it is a matter of fixing a quota, is it? That is, so far as the general 
principles that are involved in this legislation are concerned, it does 
not seem to me they get away from the timing element that I have 
mentioned, but I do not want to pursue this matter further, because 
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I think I understand your position. I hope I have made mine clear 
on it. 

[I just do not think there is too much difference between the De- 
partment’s position and the pending bill’s. Maybe I am wrong about 
that. 

Mr. Drxon. Will you yield? 

Mr. Horr. I will be glad to yield. 

Mr. Dixon. Suppose that the increase went up to the consumption 
of 8,400,000 tons, you would not even give the domestic producers 
any then at all, would you? . 

Mr. Hoittanp. If consumption were to go to 8,400,000 tons, then, as 
I have indicated, beginning January 1, 1956, we would recommend 
that the domestic industry participate to the extent of 55 percent in the 
increase of 50,000 tons that that figure would represent, above a bench- 
mark of 8,350,000. 

Mr. Drxon. I mean in 1955 you would not even give them anything. 

Mr. Houxianp. That is correct, sir. 

The reason being that if the amendment were thus to be made effec- 
tive in the current year, it would-be retroactive in its effect and would 
affect the marketing planning, the financial programs of producers 
of sugar who have made those plans and programs on the assumption 
that. the existing law would be effective throughout this year. 

Mr. Dixon. Thank you, Mr. Hope. 

Mr. Horr. Mr. Holland, I want to ask you one more question relat- 
ing to the purpose of a certain amount of sugar which would be dis- 
tributed under the foreign-aid program. You have not elaborated 
on that any. 

Has any definite idea or plan been formulated as to how that 
operation would be carried out, and where the sugar would go and 
how it would be distributed ? 

Mr. Houianp. No definite plans have been worked out on that sub- 
ject, to my knowledge. 

Mr. Horr. Do you think there would be any difficulty in an opera- 
tion of that eine: ; that is, when you start distributing any of the 
surplus commodities, as this committee has found out you immedi- 
ately run into the problem of disturbing established markets and 
interfering with normal channels of trade. 

I just wondered what consideration you might have given to that 
question. 

Mr. Hoiianp. I am confident that, as in every operation, there 
would be problems. 

I feel, however, that those problems would be soluble, particularly 
in view of the fact I believe that I am accurate in saying that the 
Foreign Operations Administration has in the past and with sub- 
stantial frequency utilized sugar in its foreign operations. Is that 
not correct ? 

Mr. Myers. That is correct. More than 100,000 tons per year. 

Mr. Hore. They bought this sugar outside of the United States 
previously, did they not? 

Mr. Hotxanp. I believe that was correct. 

Purchases, I believe, they have made in Puerto Rico. However, I 
cite the fact as indicating that it would not be the first time that 
sugar, as a product, had been the subject of such a program. 
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Mr. Horr. Of course, immediately if you started this particular 
method of distribution, we certainly would begin to hear from some of 
these other countries where we have been buying sugar, would we not, 
and we would have complaints that we were interfering with the 
distribution of sugar in normal channels of trade. 

Mr. Horxianp. Not necessarily, because, as you know, the Foreign 
Operations Administration has utilized agricultural products in a 
great many of its programs throughout the world, and we have made a 
very strong and, I believe, rather successful effort to carry out those 
programs with a minimum of dislocation of established and tradi- 
tional trading relationships. 

The problem that might be encountered in an operation of this 
nature relating to sugar would be of the same general nature that we 
have met and with which we have grappled with considerable success 
in dealing with other agricultural products. 

Mr. Horr. I have been told that some of these purchases have been 
made in Puerto Rico. Is that correct? 

Mr. Houianp, That is correct. 

Mr. Myers. That is correct. 

Mr. Horr. To the extent that you made them out of this suggested 
program, you would be displacing purchases we had made in the past 
from Puerto Rico? 

Mr. Hotianp. Not necessarily. 

Mr. Hore. That is all, Mr. Chairman. 

The CuatrrMaNn. May I ask you a question in that regard ? 

You say “not necessarily.” Are you proposing here, then, that we 
continue to buy from Puerto Rico just what we have bought in the past, 
and then supplement that by buying some from Louisiana and other 
producing areas ? 

Mr. Hotnanp. One way that such relief could be afforded would be 
through purchases domestically of sugar for use in the Foreign Opera- 
tions Administration programs, or whatever organization is carrying 
it on. 

The CHarrMaNn. Have you discussed that with the Foreign Opera- 
tions Administration or with Agriculture to determine whether or 
not they agree to do that, that some of the sugar might be purchased 
and shipped abroad ? 

Mr. Hoigase: The details, Mr. Chairman, of precisely how the 
purchases would be effected and precisely how the sugar so purchased 
would be utilized have not, to my knowledge, been worked out. 

I understand, however, that the Department of State and Agricul- 
ture are in accord in the belief that such a program as this is a 
practical program. 

Am I correct, gentlemen / 

Mr. Myers. Yes. 

The Cuarrman. In the conferences that you have had with Agri- 
culture and other agencies of the Government, have you had repre- 
sentatives of the domestic producing areas conferring with you ? 

Mr. Hotianp. We have had many conferences at which representa- 
tives of the domestic producing areas have been present. We have 
particularly in the Department of State, as would be reasonable to 
expect, received many representatives of foreign countries, who have 
called on us to express their views. 


65704—55——-3 
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The Cuarrman. Is Louisiana in accord with the views expressed by 
you this morning? 

Mr. Hotianp. I am quite confident that any gentleman who may 
have proposed legislation that is inconsistent with the views that I 
have expressed here and who may be from Louisiana, would not adhere 
to the views that I have expressed. [Laughter.] 

The Cuarrman. A diplomatic answer. 

Mr. Hill has some questions. 

Mr. Hu. In your No. 2, on page 3 of your statement, you have a 
statement which I will read: 

To adopt legislation less favorable than that recommended by the executive 
branch would mean a further worsening of economic conditions in Cuba. 

Do you ever give any consideration to the working of economic 
conditions in the sugar cane and sugar beet areas in the State De- 
partment ? 

Mr. Hotianp. Weare very sensible—— 

Mr. Hitz. You are very what? 

Mr. Horzuann. We are very aware of the interest of the domestic 
industry. We feel that in the economic field one of the first and 
most basic purposes of the foreign policy of the Government should 
be to support those measures which will insure a strong, stable do- 
mestic economy in the United States. 

Mr. Hitz. Do you include cane sugar and beet sugar produced in 
the United States as necessary ? 

Mr. Hoianp. It is because of our conviction in that regard that 
we have supported the proposal that the domestic industry, beginning 
on January 1, 1956, be allowed to participate to the extent of 55 per- 
cent in future growth in consumption of sugar in this country above 
the level of 8,350,000 tons. 

Mr. Huu. Are you sure you are not going to change your position on 
that? It is going to be there in 1956, but you are not. 

Mr. Hoxianp. I do not know where I will be in 1956, sir, but I do 
not believe that I will change in my position in this regard. 

Mr. Hirt. I am not talking about you personally—I am talking 
about the Department. 

Mr. Hotxanp. I believe, sir, that the position which the Department 
of State has-assumed here before you today, being as it is one that 
we have reached after lengthy and sincere and very careful study 
of an important question, is one to which we will adhere. 

Mr. Hix. If you are going to permit any foreign country to place 
in jeopardy an industry in our own country, you should be in position 
to influence that country to curtail or lessen its production of that 
particular crop. 

Do you agree with that ? 

Mr. Ho.bLanp, You will observe, Congressman Hill, that Cuba’s 
production of sugar has already been reduced from 8 million short 
tons in 1952 to 5 million short tons in 1955. 

Mr. Hitt. In ordert o win a race you have to know whether you start 
with a handicap or whether you start on the ending line. 

I have figures before me that show that in 1944, right during the 
war, the production of Cuban sugar was 4,700,000 tons, and in 1948 it 
was 6,600,000 tons, and in 1953, 6,300,000 tons. 
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We want to be fair to Cuba, too, but if you are going to let them 
increase their sales of sugar, from 1938, 3,300,000 tons, up to 6,300,000 
tons in 1953, while our beet growers and our sugar cane producers are 
reducing their acreage because the Department of Agriculture re- 
quested it during the war, then when the war is over we should come 
back and and correct that, and these countries—not only Cuba, but all 
of these other countries who have taken this production—should be 
willing to curtail their production. 

In this bill do you know what percent they would be asked to curtail 
their production of their sales to us? 

Mr. Honan. Yes. 

Mr. Huw. What? 

Mr. Hotianpn. Percentagewise, you can state it, of course, very 
clearly. And volumewise, it will depend on what proves to be the 
consumption of sugar in the United States. af 

Percentagewise, it would mean that Cuba would reduce her partici- 
pation in growth of consumption in this market from 96 percent to 
60 percent of 45 percent, which is a substantial reduction. 

Mr. Hitz. You are only talking about what surplus, about the 
8,350,000 ¢ 

Mr. Hoxianp. That is correct. 

Mr. Hix. But if you take the whole thing into consideration, what 
percentage of reduction would you get? It is not a fair proposition 
to take the one—take it all. 

Mr. Hotzanp. That can be mathematically computed. I have not 
computed it. 

Mr. Hm. You better not figure it, because you will be surprised 
when you see how low it is. It will be less than 5 percent. 

Mr. HotiAnp. No, sir. 

I believe, and I may be wrong—— 

Mr. Hiuu. I guess you are. 

Mr. Hotzianp. I think I am right. I believe that the proposal will 
permit the domestic industry to participate in the growth of our 
consumption at an earlier date than would be permitted by the existing 
legislation. 

Mr. Hix. You are just talking about the growth. I am talking 
about the entire, overall picture. 

Mr. Hotiann. I am, too. That the total volume of sugar produced 
and marketed in the United States by the domestic industry—the 
total volume of sugar produced and marketed within the United 
States by our domestic industry would continue to grow in the future 
under the proposal that the executive has here supported. 

Mr. Hiri. You mean, the sugar cane production in acreage in 
Louisiana and Florida would increase ? 

Mr. Honianp. I cannot tell you what would happen to the acreage, 
but the volume of sugar produced and sold. 

Mr. Hitx. The farmer plants his crops on acres. 

Mr. Hotianp. That is correct. Iam not trying to quibble with you. 

And he produces and sells sugar. And the volume of sugar that 
he will produce and sell will be increased under the proposal that 
the executive has submitted to you here. 

Mr. Hitz. What concerns us is that if you are going to permit us, 
as a producing Nation, to reduce our acreage to such a point that it is 
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uneconomical to raise sugar cane and sugar beets, then when you 
come to a point in the days ahead when you will need it and have 
to have it, you will not have it in continental production. Then what 
will you do? 

Mr. Hotxanp. I do not believe that the proposal submitted by the 
executive to you here today contemplates any reduction in acreage 
devoted to the production of sugar in the United States, any such 
production as would make it uneconomic to produce sugar in the 
future in the United States. 

And I would like to add, Congressman Hill, that the position that 
we have recommended to you here today likewise takes into consid- 
eration the interests of our exporters, both agricultural and indus- 
trial, throughout the United States, who depend very heavily on their 
sales in the export markets. And any reduction in the volume of 
sugar supplied to us by those foreign producers would, Congressman 
Hill, to precisely the same extent as we fail to allow those forei 
countries to earn dollars by selling their products to us, reduce the 
volume of our exports to those foreign countries, thus prejudicing the 
interests of exporters who now depend for the stability of their busi- 
nesses on those very substantial sales that they today make in those 
foreign markets. 

Mr. Hin. Yes. 

But, you see, you are talking about the same thing there as you 
were a minute ago when you were talking about this extra amount of 
sugar that we might use if we keep on increasing our population, but 
the amount of exports, considering all of the business that is done 
in these United States, compared with the export—do you know what 
percent of our business that is?) We could give it away and not hurt 
business in the United States to a great extent. 

Am I not right about that? It is as low as 7 percent over a history 
of years, or 10 percent, or 15 percent. 

Mr. Hoxtianp. With your permission and that of the chairman, I 
would like subsequently to insert in the record figures which would 
indicate the vital importance to many of our basic industries of their 
export markets. 

(The data referred to above is as follows :) 

United States exports of merchandise in 1953 (the latest year for which com- 
plete data are available) totaled approximately $16 billion and amounted to 
about 41% percent of the gross national product, or over 84% percent of the value 
of movable goods—at early stages of distribution—produced in this country. 

These ratios were similar to those for the preceding year and only slightly 
lower than the average for the entire period since World War II. 

In recent years, some 3 million workers have been employed in the produc- 
tion of United States exports and in service activities associated with them. 
Nearly all United States producers have some stake in export markets, many 
selling abroad much larger percentages of their goods than the national averages 
indicate. 

Exports of leading agricultural products traditionally have represented ex- 
ceptionally high percentages of production, but exports of machinery and a wide 
ae of other products also comprise very substantial proportions of produc- 

Export sales of the following list of articles amounted to 20 percent, or 
more, of output in 1954. Value of total production of a number of items impor- 


tant in our export trade is not available in such form as to permit comparisons 
to be made. 


1 Foreign Commerce Weekly, June 28, 1954. 
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United States exports of leading commodities in relation to production * 
[Millions of dollars] 
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‘ Export value accounts for 20 percent or more of total value of production. 


Mr. Hixx. But it never reaches the percentage of the business that 
our domestic market does. Take automobiles, for instance. 

What percent of the automobiles manufactured in the United States 
are used in the United States 

Mr. HotLanp. A very substantial percentage of the automobiles 
manufactured in the United States are exported. 

Mr. Hiru. That has maintained throughout all of our economy. 
That is all. 

The Cuatrman. Mr. Anfuso. 

Mr. Anruso. Mr. Holland, I believe that at the very beginnin 
vour testimony you made a statement, the importance of which if Eity 
grasped might mean the solution to this whole problem and not hurt 
anyone concerned, but rather be helpful to all. 

You said that the Department believes that a considerable measure 
of relief could be accorded to domestic industry during the fiscal year 
beginning July 1, 1955, through Government purchase of sugar for 
use in foreign- relief rograms. 

I agree fully with Mr. Hope that we should not interfere in any way 
with our foreign market, but do you not think, Mr. Holland, that there 
are areas in this world where we could give this sugar under our for- 
cign ai program without hurting any of the foreign business that we 
1ave ? 

Mr. Hortuanp. Mr. Anfuso, perhaps the most helpful thing I can 

say there is this: 
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That I am advised, and I believe it is accurate, that the Foreign 
Operations Administration has utilized sugar in its foreign programs 
in the past and has been able to do so consistently with our basic policy 
that such programs shall be carried out without dislocating and with- 
out prejudicing existing and traditional sources of supply and demand 
and trading relationships. 

Mr. Anruso. Would you agree with me that you have not explored 
that to the fullest ? i old 

Mr. Houtanp. Surely, I would agree with you that the possibilities 
of such a program have not been explored to the fullest. Sufficient 
thought has been given to them to lead us to the conclusion that such 
a program would be practical. 

Mr. Anruso. Would you also agree with me that if you continued 
studies in that regard that you might come up with a program where 
you could utilize at least 188,000 tons for that purpose? 

Mr. Houzianp. I would not feel that I could comment on the quan- 
tity that could be used because I am not that well informed. 

Mr. Anruso. But it would be a substantial soy | 

Mr. Hotianp. I believe a substantial quantity could be made the 
subject of a program of that nature. 

Mr. Anruso. That could be of substantial aid this year to our do- 
mestic producers; could it not? 

Mr. Horzanp. That statement could be made. And it is the result 
of very careful study on our part. 

Mr. Anruso. At the same time, if you explored that even further, 
it could be carried out to the point where we would not have to change 
this Sugar Act at this time; is that not correct ? 

Mr. Hoxtianp. Might not have to what? 

Mr. Anruso. Change the Sugar Act at this time. 

Mr. Hotiann. We oe come before you recommending that the 
Sugar Act not be changed in such a way as to make the effect of the 
change apparent this year, or not make the effect of the change appli- 
cable in this year. 

Mr. Anrvuso. Mr. Holland, what I had in mind is this: I mean, 
I know there was some questioning between you and our distinguished 
chairman regarding whether or not this is an international agree- 
ment—whether it is an international agreement or not, it is an agree- 
ment, something that the Congress has adopted; is that correct? And 
that agreement should be recognized and respected to every extent 
possible, unless conditions occur where we must make a change; is 
that not right? 

Mr. Hotxanp. I do not believe that we could say that it is an agree- 
ment, but I believe it is accurate to say, as I did say, that the tradition 
of our legislation in this field has been that we adopt the rules of the 
game, if you want to call them that, which are to be applicable during 
a stated period of time. 

Mr. Anruso. It is also a law which we passed in Congress. 

Mr. Hotianp. We have heretofore generally allowed those rules to 
apply during the period that we laid down at the outset. 

r. Anruso. I do not want to take up any more time. I am very 
much interested in the subject matter. 

May I suggest, Mr. Holland, that you try to furnish this committee, 
with the permission of the chairman, with as much information as 
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possible as to how we can aid this foreign-aid program without 
injuring our domestic market, and at the same time helping our 
producers. 

The Cuarrman. Will you furnish that? 

Mr. Hoxzianp. I would be happy to do so. I have conferred with 
the representatives of Agriculture who are here, and have been advised 
by them that between the two agencies we will attempt to produce the 
information of the kind that you want and make it available to you. 

(For data referred to above, see testimony of Lawrence Myers, 
Director, Sugar Division, Department of Agriculture.) 

Mr. Horr. Right on that point, Mr. Chairman, I do not want to be 
misunderstood ; Mr. Holland, in the questions that I asked you a while 
ago, Which raised some question about the feasibility of the purchasing 
program whereby you would distribute sugar through the Foreign 
Operations Administration, I am certainly not opposed to it. I join 
with Mr. Anfuso in adding to the request that you would submit that 
information to the committee. 

The CuarrmMANn. Mr. Simpson has some questions. 

Mr. Stmpson. Mr. Holland, I would like to know if the Depart- 
ment of State’s position is flexible or rigid. 

Mr. Hotxianp. The Department of State position is the result, 
Congressman Simpson, of very careful study. We would not recom- 
mend any alteration of the existing legislation that would be incon- 
sistent with the principles that we have expressed here to you today. 

Mr. Srupson. We have been hearing a lot about rigid and flexible 
price support. Sugar is evidently an agricultural product, and I 
would like to know whether the position is rigid or flexible. 

Mr. Hotxanp. I cannot answer you any better than I have. It is 
rigid in the sense that in our judgment any change in the act that 
would be inconsistent with these principles that we have expressed to 
you would not be in the best interests of this country. 

Mr. Stwpson. If I understood Mr. Myers’ interesting statement 
correctly, I thought that he stated that this program the last 4 or 5 
years has been a very good and successful program. ‘That was the 
way I understood him. 

On that basis, if that is correct, why should you change something 
that is good? In other words, why not just continue the way you 
have been ? 

Mr. Hotianp. I do not know what precise words Mr. Myers used, 
but whatever words he did use pointed out the fact that there is a 
difficult problem existing within the domestic industry. The symp- 
tom of that problem is that there are large inventories that constitute 
a problem for our domestic producers, and a problem which merits the 
constructive study of all of us, 

In an attempt to do something constructive about that problem, we 
have come up with the recommendations that both Agriculture and 
State have made to you here today. 

Mr. Simpson. I believe your statement contained these words: that 
the pare of Cuban sugar into the United States since this act 
applied had increased eight times. 


Mr. Hotzianp. I do not believe my statement contains those words. 
Mr. Srmpson. I wrote it down. Cuba had 8 times increase, and 
the United States had 17 times increase of imports into Cuba. 
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Mr. Hotianp. Here is my statement. I do not believe those words 
appear in there. 

Mr. Myers. Pardon me. It was my statement, sir, that the value 
of our imports of Cuban sugar have increased 8 times since 1933, and 
the value of our exports to Cuba have increased 17 times. 

Mr. Srupson. I am sorry. I thought it was your statement. But 
it does not make any difference who said it. 

What I want to know is this: If you cut down Cuba’s importation 
of sugar into the United States, who is going to buy the lard and pork 
and rice that we have in this country ? 

Mr. Ho.tanp. The sixth best customers in the world for United 
States exports is Cuba. 

Mr. Srmpson. That is what I understand. 

Mr. Hoxxanp. Every dollar that they earn through the sale of any- 
thing to us is spent with us. 

Mr. Srvpson. I do not want to be a party to cutting down those 
purchases of Cuba in the United States. 

Mr. Lover. Will you yield there? 

Mr. Srovpson. Yes. 

Mr. Lovee. Is it not true that the American producer perhaps is a 
little better customer of American industry than some of these out- 
siders? 

Mr. Hotianp. I am sure that in many industries the volume of pro- 
duction that is sold domestically in the United States exceeds the 
volume, the percentage of the production of that industry that is sold 
abroad, but I believe that we must all recognize that for our economy 
as a_whole our export trade is exceedingly important. And for a 
number of our industries, our export trade is essential. 

Mr. Lovre. I agree with you, Mr. Holland, completely, but, on the 
other hand, the domestic producer is a very important person, too, 
and he buys everything within this country. So perhaps if you want 
to make a comparison, he perhaps is a better customer of American in- 
dustry than some outsider. That is my whole point. 

Mr. Hoiuanp, I see. 

The CuarrmMan. Mr. Johnson has some questions. 

Mr. Jounson. Will you turn to page 3 of your statement ? 

Mr. Hotxanp. I am there now. 

Mr. Jounson. On page 3, it reads: 

Cuba’s sugar production has already been reduced from 8 million short tons 
in 1952 to 5 million short tons in 1955. 

How much sugar did they import into the United States in 1952; 
how many tons? 

Mr. Hotxianp. Mr. Myers, do you have that figure ? 

Mr. Myers. I can get it for you in a moment. 

Mr. Jounson. Can you insert that in the record ? 

Mr. Myers. About 3 million tons. 

Mr. Jonnson. How many in 1955? 

Mr. Myers. About 2.7 million. 

Mr. Jonnson. Why that dropoff in production? Who cut Cuba 
out? It was not the United States? 

Mr. Horianp. Some of the dropoff in Cuban production is repre- 
sented by the loss of markets in the United States, or the reduced sales 
in the United States. And some is represented by reduced sales in 
other parts of the world. 
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Mr. Jounson. Practically all of it is reduced sales in other parts 
of the world, is it not—almost 300,000 tons? 

Mr. Houuanp. It can be figured mathematically. 

Mr. Jounson. Just a small reduction made in the United States ? 

Mr. Honiann. We can determine the figures. 

Mr. Jounson. Then it is your theory that we should make our 
American farmers suffer to keep up Cuban production ? 

Mr. Hoixianp. No, sir. 

It is for that reason that the administration is proposing to you, 
sir, that beginning next year the American domestic industry should 
begin to participate in future growth in this market. Remember 
that we are not discussing here a problem of a foreign producer who 
is cutting into and who is reducing the sales of the domestic producer. 

On the contrary, we are talking about a problem that arises where 
the domestic consumption is increasing, where the existing levels of 
production of the domestic industry are in nowise threatened, and 
where the domestic industry wants to grow and participate in future 
increases above their existing levels of production. And we agree 
that they should. 

Mr. Jounson. They are probably trying to increase, though, be- 
cause other farm products they have been growing have been reduced. 
That is probably the reason—nowhere else to go. 

Mr. Hotxanp. I do not believe that is the case, because Cuba, for 
example, is one of our best customers for butter, for ham, for bacon, 
for beans, for rice. She buys a vast volume of agricultural products 
from this country. 

Mr. Jounson. From your own figures, there has been a reduction 
in what Cuba grew of over 3 million pounds; is that not correct? 

Mr. Hotuanp. The figures are clear, but whatever the reduction 
has been, Cuba is still today the sixth best customer for our exports 
in the entire world. 

Mr. Jounson. And yet the United States has not cut back on them 
at all, practically—for practical purposes—1952 to 1955? 

Mr. Hoxtxuanp. The United States has cut back to the extent that 
the record demonstrates. 

Mr. Myers. Those figures were substantially correct as I gave 
them; 8 million in 1952 and 2.7 million in 1954. 

Mr. Jounson. That is all. 

The Cuarrman. Thank you very much, Mr. Holland. We appre- 
clate your coming here. 

Mr. Horianp. I am grateful for the opportunity to appear before 
you. 

Thank you, sir. 

The CuatrmMan. It is possible that when you return to Washington, 
before we conclude these hearings, some members might wish to 
recall you. We will let you know in advance. 

Mr. Hotuanp. I will be happy to return at the committee’s call. 

The Cuatrman. We will now hear from Mr. Floyd E. Dominy, 
Chief, Irrigation Division, Bureau of Reclamation, Interior Depart- 
ment. 
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STATEMENT OF FLOYD E. DOMINY, CHIEF, IRRIGATION DIVISION, 
BUREAU OF RECLAMATION, INTERIOR DEPARTMENT 


Mr. Dominy. Mr. Chairman and members of the committee, I am 
Mr. Dominy, Chief of the Irrigation Division, Bureau of Reclamation. 

My purpose in coming before this committee is to present a few 
facts concerning the importance of the sugar-beet industry to the 
Federal reclamation projects in the 17 Western States. 

The Federal Government has in the 17 Western States an invest- 
ment of about three-quarters of a billion dollars in irrigation works 
to serve irrigation water to 714 million acres of land. And the sugar- 
beet industry is of utmost importance to the welfare and success of 
those irrigation projects. 

Of the estimated 14 million tons of sugar beets produced in the 
continental United States in 1954, about 85 percent was obtained from 
irrigated acreage in the 17 Western States. Only about 2 million 
tons were produced in other than western irrigated areas. Of the 
878,000 acres of beets harvested in the United States, about 710,000 
acres were grown under irrigation in the West. About one-half of 
this acreage was on Federal reclamation projects. 

The average yield of sugar beets in the United States is about 15 
tons per acre. The average yield on Federal reclamation projects 
in 1953 was 18 tons per acre. 

In the 6 years, starting with 1954, our program is scheduled to bring 
into production a total of 797,307 new irrigated acres, with either a 
full water supply or a supplemental water supply. 

Under normal crop-rotation practices under irrigation, that would 
mean a normal increase in sugar-beet acreage of a little over 35,000 
acres. 

The Cuatrman. Are you going to put it all in sugar? 

Mr. Domriny. No, sir. 

The new acreage consists of 797,307, as I have already stated, of 
acres of new irrigated land, either with a full water noe or & sup- 
plemental water supply that will be brought in during the next 6 
years, starting with 1954. 

And under normal rotation practices under irrigation, about 35,000 
acres of that would be devoted annually to sugar-beet production. 

Mr. Poaer. About how much of it will go into cotton? 

Mr. Domrny. I do not have those figures with me. 

In the Southwest, of course, cotton is an important irrigated crop. 

The CuarrMan. You said we are bringing in more than 700,000 
acres each year? 

Mr. Dominy. No, sir. That was the total. 

The Cuarmman. The total for the 6 years? 

Mr. Domrny. The total for the 6-year period. That, is our pro- 
jected program on which we are constructing and have plans for imme- 
diate construction. 

The western irrigated agriculture clearly shows the benefit of sugar 
beets to the irrigation farmer. We have on the North Platte project, 
for example, the Pathfinder Irrigation District, that receives from 
sugar beets almost $100 per acre more gross income than from the 
next 6 major crops grown on that project. 
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I have tables here which I will submit in the record, which indi- 
cate that on the western Federal reclamation projects that have more 
than 2 percent of their acres in sugar beets annually they get about 
18 percent of their total income from sugar beets. There is not any 
single crop that lends itself so admirably to the irrigated rotation 
on a western farm under irrigation as does the sugar beet. It aids the 
livestock industry, which-is of major importance on an irrigation 
farm. And the animal manure and the beet tops and the beet pulp 
that is produced as a consequence of the sugar industry is of utmost 
importance to maintain the fertility under irrigation. 

The raising of sugar beets on irrigation projects in the West creates 
many advantages to the Nation, to the irrigation project, and to the 
irrigation farmer. 

BENEFITS THE NATION 


Sugar-beet growing with crop rotation, modern farming, and live- 
stock feeding is one of the most efficient agricultural systems for irri- 
gation projects in the West and one that benefits the entire Nation. 
It involves cooperation of the producers of the raw product, the sugar- 
beet processors, the plant breeders, the soil scientists, the implement 
manfacturers, the financing agencies, and the transportation systems 
and has many other economic ramifications which affect all parts of 
the country. 

BENEFITS IRRIGATION PROJECTS 


The growing of sugar beets has influenced and benefited the develop- 
ment of eat projects and pean agriculture in the West. 
As an example of the recognition of the effect of the sugar-beet indus- 
try on western irrigation is the following quotation from a decision 
by the Interstate Commerce Commission in a case involving freight 
rates on sugar: 

The welfare and prosperity of agriculture, in the alleged preferred districts 
(western sugar-producing section) revolves around the beet crop * * * It is 
a material factor in the necessary crop rotation * * * Beet culture has con- 


tributed to the growth of the dairy business and the fattening of cattle and 
sheep for the markets by providing tops and pulp as feed. 


The establishment of sugar factories has caused increases in popula- 
tion, growth of towns, increases in land values, and has otherwise 
benefited the communities generally. 

In the Twenty-Fifth Annual Report of the Pathfinder Irrigation 
District, Nebr., a reclamation project, it was stated that the gross re- 
turns from beets was $99.49 per acre more than the average per-acre 
return from the other six major crops grown. Of the total acreage 
grown of the 7 major crops, sugar beets representing about 11 percent 
of the acreage, produced nearly 30 percent of the total received from 
these crops. In 1 year on 7 Cae eee tae sugar beets grown on 
14 percent of the irrigated land produced 40 percent of the total 
returns from all crops. In 1953 sugar beets grown on all reclamation 
projects amounted to 4.9 percent of the acreage and about 8.3 percent 
of the gross crop value. e gross value of all crops on reclamation 
projects in that year totaled $785.9 million of which over $94 million, 


including the value of the tops, was derived from beets. On 31 
selected reclamation projects where the sugar-beet. acreage exceeds 
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2 percent of the total irrigated acreage on each project, the value of 
sugar beets produced is about 19 percent of the total value produced 
on all projects. 

The following table shows the acres of irrigated land which it is 
estimated would be brought into production on Federal reclamation 
projects under normal crop rotation practices from 1954 through 
1959, and the number of acres of new land which it is estimated will 


be devoted to. sugar beets. 





, 


1957 1958 1959 Total 


i i 
Year | 1954 1955 1956 


Estimated acres new irrigated land_._..| 102,074 | 116,990 | 126,599 | 119, 580 | 167,417 | 164, 647 | 797, 307 
Estimated, new beet 5, 255 5, 855 5, 691 5, 820 6, 817 5, 577 | 35, 015 





In 1947 Federal reclamation projects had approximately 283,000 
acres of sugar beets. It is estimated that in 1954 there were 337,000 
acres in sugar beets and that in 1959 there would be under usual rota- 
tion plans about 367,000 acres on these projects, 


BENEFITS IRRIGATION FARMERS 


Agricultural history shows that the farmer who grows crops adapted 
to his farm in a well-planned rotation and who follows a continuous 
livestock enterprise, is the farmer who continually shows a profit, 
whether prices are high, intermediate, or low. Such farmers in- 
variably adopt a healthy crop balance between diversification and 
specialization to insure against crop failure, to utilize labor and yet 
hold expenses in additional machinery at a minimum. 

In such a system of farming it is invaluable to include a cash row 
crop in the rotation and preferably a root crop which does not mate- 
rially deplete the soil and at the same time encourages the raising of 
livestock, Sugar beets are the one cash crop best adapted to a live- 
stock program, for building soil fertility, improving soil tilth, and 
producing greater crop yields on the farm. 

There are several fundamental reasons why the sugar beet is so well 
adapted to the rotation system: (1) It is a deep rooted, tilled crop, 
alternating well with shallow-rooted, nontilled crops; (2) it requires 
intensive-cultivation, which cleans the land of.weeds, and thus inerease 
the yields of subsequent crops by reason of improved tilth and clean 
soil; (3) it responds to a high level of fertility from applications of 
commercial] fertilizer and manure which also increases the yields of 
future crops, (4) it provides tops, pulp, and molasses for feeding 
which stimulates a local livestock industry, which in turn provides a 
source of manure for the farm. 

Obtaining these benefits are especially important in the early years 
of the development of an irrigation project. During that period beets 
have the added advantage of furnishing a cash crop of high value per 
acre when most needed. 

Another advantage of growing sugar beets to irrigation farmers 
is the well-known fact that damage from hail is less to sugar beets 
than most other crop because of their ability to recover from such 
damage. This is an important consideration in the hail belt areas 
prevalent in the West. 
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Sugar beets have well been named the 2-in-1 crop because the roots 
are harvested for sugar and the byproducts in the Ten of tops, pulp, 
and molasses are cheap sources of valuable livestock feed. These by- 
products from an average acre of sugar beets have a feeding value 
equal to about three-fourths ton of barley plus 1 ton of alfalfa or a 
supply sufficient to feed about 150 cattle days and will account for the 
production of about 314 tons of manure. Beet top silage is equal, 
pound for pound, to the feed value of corn silage. One ton of wet 
beet pulp fed with grain and hay will replace, or is equal to, 149 
pounds of corn plus 355 pounds of alfalfa hay. 

Sugar factories furnish employment to many irrigation farmers 
during the late fall and winter season. This is especially important 
to settlers on new projects in obtaining funds for living expenses and 
cash farm expenses while their farms are being developed. The grow- 
ing of sugar beets on projects such as the Columbia Basin and the 
north side pumping unit of the Minidoka project or other new projects 
established within the beet-growing area is of utmost importance to 
settler success. 

Taking all these pertinent factors into consideration, sugar beets 
constitute, for all concerned, a most valuable cash row crop on all 
projects where they can be grown and more especially on new projects 
being developed for irrigation farming. The growing of sugar beets 
results in a more stable and more profitable agricultural economy for 
the irrigation farmer and, at the same time, aids in safeguarding 
the Government’s investment in reclamation projects because of the 
increased ability to repay construction costs. 

The attached tables show: (1) The sugar-beet acreage and produc- 
tion in the United States, the 17 Western States and Federal reclama- 
tion projects, 1928-54; (2) acreage, production, and value of sugar 
beets grown on Federal reclamation projects, 1947-53; and (3) sugar- 
beet production in 1953 on reclamation projects on which sugar beets 
comprise 2 percent or more of the total crop acreage. 


Sugar beet acreage and production 














United States total 17 Western States Federal reclamation projects 
| 
Period Percent 
Acreage Produc- Acreage Produc- Acreage Produc- | production 
harvested tion harvested tion harvested tion of United 
States 
1,000 1,000 
1,000 acres | short tons | 1,000 acres | short tons | 1,000 acres 
1928-32 average... 717 8, 118 530 TE Ivdmiinecurcaateiencneedl en beinseen— 
190)... iseadeee 763 7, 908 . 496 OOOP boc5-chkccrs ihe vi 
11@).. .. <.a28.ees- 912 12, 194 632 We 834-05 csasertico. 
it ae ae 713 8, 616 1 408 1 6, 5387 
IMB ce ee 802 10, 560 1 561 OF OUR sg oe ee ee eee 
1G... - gcd esaee 881 12, 503 1 656 110, 107 283 
190. oe ga oe 693 9, 424 1514 17, 226 
1169.5 =s.s Ss } 687 10, 199 1 464 17, 592 176 
1100. cine ot 925 13, 535 1 638 1 10, 144 | 251 | 
etc 691 0, 485 562 | 9, 041 | 319 
18. ss 665 | 10, 169 537 8, 886 308 
Ri... 4 ced 745 12) 084 606 | 10, 527 | 332 ¥. 
1008... eee see 878 14, 027 709 BANG) nse lh. Gabe Dicatcns ewes 








‘ Excludes ‘Other States’’ not listed separately. 
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Acreage, production, and value of sugar beets grown on Federal reclamation 
projects, 1947-53 





Value 
Area Production yield tor Cee ee ee eT 
(acres) (tons) acre (tons) Initial Additional | Additional 
payments Federal commercial 


282,593 | 4, 428, 700 15.7 | $50,681,778 | 1 $4, 863, 533 
226,250 | 3,408, 550 15.1 | 31,419,656 | 15,630,764 
175,942 | 2,817,475 16.0 1 4010, 330 
250,928 | 4,018,002 16.0 5 5, 608, 346 
318,843 | 5,140,712 16.1 13, 152, 595 
308,049 | 5, 239, 652 17.0 11, 131, 793 
332, 135 | 5, 976, 806 18.0 11, 471; 660 
| 


1 Data not available of additional payments on lands served under Warren Act contracts, class 5 lands 
and leased lands as follows: 1947, 130,451 acres; 1948, 114,380 acres; 1949, 79,677 acres. 


Sugar beet production, 1953+ 


| 
Acreage Crop value 


Projects on which sugar beets comprise 
2 percent or more of the acreage Irrigated | Acreage Percent! Total for 


sae red of total] project 


California: Boulder Canyon, Imperial ’ 
7.79 |$85, 543,780 | $9, 130, 100 
Colorado: 


Colorado-Big Thompson.- 17.07 | 59, 237,730 | 26, 259, 450 

Grand Valley 537 5, 566, 058 400, 993 
Idaho: Preston Bench... 73, 622 83, 744 
Idaho-Oregon: Boise 25, 302,614 | 7,079, 671 
Idaho-Washington: Rathdrum Prairie... 280, 11, 309 


Idaho-W yoming: 
81, 094, 272 
Buffalo Rapids 1, 048, 635 
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! Includes lands served a full or supplemental supply of water; special or Warren Acts lands; leased or 
water rental lands. 


The Cuatrman. We thank you very much, Mr. Dominy. 

Mr. McIntire has a question. 

Mr. McIntire. Mr. Dominy, in calculating the ratio of returns on 
crops in an irrigation project, do you make any attempt to coordinate 
existing agricultural legislation to the amount of acreage that you 
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calculate will be in that crop as you determine the returns on your 
investment in irrigation ? 

Mr. Domrny. That is true, sir. 

In building up our repayment arrangements with the irrigation 
districts on all of these projects we have to take into account what 
will expect to be grown on the farm over the life of that repayment 
contract, and we work out farm budgets under an optimum rotation 
for that particular farm and that particular area. 

Mr. McIntire. To get to my specific question, in calculating the 
return on these 700,000 acres which is coming in, in the next 6 years, 
did you base your sugar-beet acreage on the quota on sugar beets in 
this country, or did you just take what would be a normal rotation 
for sugar beets # 

Mr. Dominy. We took into account the present situation of the 
limitations on domestic production and forecast as best we could the 
ratio of the future sugar beets that could be grown by the domestic 
producer to supply the domestic market. 

Mr. McIntire. In making those calculations, did you make a cal- 
culation that there would be an increase in acreage in sugar beets in 
this country ? 

Mr. Dominy. We took into account the prospect that with the in- 
creased domestic consumption and with the tremendous increase in 
population in the Western States that there would be some increase 
in the domestic quota. 

Mr. McIntire. At the time you made those calculations the law 
did not provide for any increase in participation on the part of the 
sugar-beet producer in that growth, did it? 

Mr. Dominy. That is certainly true. 

Mr. McInrme. How did you make your calculations according to 
law, then, if you allowed for an increase in acreage ? 

Mr. Dominy. When we write a repayment contract with an irriga- 
tion district that is running over a period from 40 to 50 years, it is 
necessary to make certain calculations. And certainly some of those 
are subject to risk in that they may not develop. 

To the extent that we are wrong in our estimates of what will hap- 
pen, we hope that there will be commensurate changes that will make 
our whole come out correctly. 

Mr. McIntree. Then your basis is your outlook and not factual, as 
to the law. 

Mr. Dominy. That is right, sir. 

The Cuarrman. Thank you very much, Mr. Dominy. 

Mr. Domryy. Thank you. 

The CuHamman. We will be glad to hear now from Mr. Arnold. 


STATEMENT OF WILLIAM A. ARNOLD, ASSISTANT DIRECTOR FOR 
INSULAR AFFAIRS, OFFICE OF TERRITORIES, INTERIOR DEPART- 
MENT 


Mr. Arnotp. Mr. Chairman and members of the committee, my 
statement on the pene bill, H. R. 5406 
The Cuarrman. We have 30 bills pending before the committee; 





you are perfectly free to talk about any of these 30. 
Mr. Arnotp. Thank you. [Continuing.] Represents the views of 
the Office of Territories in behalf of the Commonwealth of Puerto 
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Rico and the Virgin Islands of the United States, for whose economic 
welfare and development we have a direct responsibility. 

Under existing law the fixed quotas established for Puerto Rico 
and the Virgin Islands are 1,080,000 and 12,000 short tons, raw value, 
respectively. These areas, like the other domestic areas, do not share 
in the expansion of the domestic market resulting from population 
growth and increased sugar usage. Of the quota established for 
Puerto Rico, 126,033 short tons, raw value, may be filled by direct- 
consumption sugar. We are of the opinion that, if the Sugar Act 
of 1948, as amended, is extended, favorable consideration should be 
given to an immediate share by these two territories in the annual in- 
creases in sugar consumption and for an increase in the amount of 
direct-consumption sugar which may be supplied by Puerto Rico. 

With respect, first, to the Virgin Islands, we should like to point 
out that the growing of sugarcane constitutes the major economic 
activity, and the manufacture of raw sugar from this cane is the 
principal activity of the Virgin Islands Corporation, a corporation 
wholly owned by the Federal Government and operated under the 
supervision of the Secretary of the Interior. Sugar accounts for 
almost 80 percent of the Corporation’s gross income and for nearly 
90 percent of its total employment, but it is also responsible for 
almost all of the Corporation’s losses. 

While sugar production has quite consistently been unprofitable 
for the Corporation, it cannot be abandoned at this time because of 
its importance to the economy of the islands. We believe that even 
a small increase in the amount of sugar which the Virgin Islands 
could market in the United States would substantially benefit both 
the Corporation and the economy of the islands and that any proposal 
for the extension of the Sugar Act of 1948, as amended, should make 
provision for such increase. 

We are of the opinion, secondly, that there should be an increase 
in the amount of sugar which the Commonwealth of Puerto Rico 
should be permitted to market in the United States, if the Sugar 
Act is to be extended. Even though Puerto Rico has complied with 
all determinations of the Secretary of Agriculture under title III 
of the act with respect to the quantity of sugar to be produced, sub- 
stantial carryover stocks have, nevertheless, developed. For example, 
‘arryovers amounted to about 250,000 tons for the year 1952, 148,000 
tons for the year 1953, and 162,000 tons for the year 1954. In addition, 
a portion of the cane crops has been left uncut in the fields. A sub- 
stantial carryover is anticipated for 1955. 

An increase in the amount of sugar which could be marketed in 
the United States by Puerto Rico would result in significant economic 
benefits to the hundreds of thousands of Puerto Ricans in the sugar- 
producing area who now have the lowest income and the most difficult 
social problems of any group in Puerto Rico. The Commonwealth is 
doing much through its own efforts to attract and develop industrial 
and manufacturing enterprises to improve its economy, but the grow- 
ing of sugarcane still constitutes a very significant’ portion of that 
economy. 

As is pointed out above, the domestic areas, including Puerto Rico 
and the Virgin Islands, are now permitted to market only the amounts 
of sugar allowed by the fixed quotas and they do not share in the 
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growth of .the sugar industry. We recommend that consideration 
should be given to an adjustment in the present quota system which 
would permit these domestic areas immediately to participate in the 
expansion of the industry resulting from increased consumption and 
population growth. iH 

It should be noted, in addition, that the present marketing quota 
for direct-consumption sugar from Puerto Rico was first. established 
in 1934 and has remained unchanged since that time at 126,033 short 
tons, raw value. The direct-consumption quota not only limits the 
amount of refined sugar that may be sent to the mainland from Puerto 
Rico, but it also limits the shipments of sugar in other forms to the 
inainland for direct consumption. 

During this same period of time, the mainland seaboard refiners in- 
creased their processing operations by an amount in excess of 114 mil- 
lions tons. Puerto Rico has not been permitted, by reason of this 
21-year long restriction, to share in this growth of industrial activity 
even though the refining of sugar fits naturally into its economy. 

I am sure that all the members of this committee are familiar with 
the great and rapid strides which have been made in reeent years 
in the industrial development of Puerto Rico. But virtually all of 
that activity has involved the utilization of raw materials brought to 
Puerto Rico for fabrication from the United States mainland and 
clsewhere. It seems to us to be most inconsistent with such a pro- 
gram of industrial development that the one raw material available 
in abundance for fabrication or processing in Puerto Rico must be 
shipped in its raw form to the mainland. 

Accordingly, it is recommended that any increase in the amount of 
sugar that Puerto Rico may be permitted to market by reason of its 
sharing in the expansion of consumption in the United States should 
not be subject to the existing limitation on the shipment of direct- 
consumption sugar. This would not modify the protection which has 
for so many years been accorded the capital investments of the main- 
land seaboard refiners. They would continue to receive the same 
quantity of raw sugar from Puerto Rico for refining as they do at 
present. But Puerto Rico would be given what we believe to be a 
deserved share in the future growth of the sugar refining industry. 

This concludes my prepared statement, but I shall be happy to an- 
swer to the best of my ability any questions the members of the com- 
mittee may have. 

The Cuarrman. In other words, you are not asking to change the 
present law with regard to refined sugar, except as it might be applica- 
le to the change in the growth formula ? 

Mr. Arnovp. To any increase in the amount of sugar which they 
would be permitted. 

The Cuairman. If Puerto Rico’s quota is increased, the refining 

quota should likewise be increased ? ; 

Mr. Arnoxip. The restrictions should not be increased, I would 
say. 

The Carman. In other words, the result is that Puerto Rico 
should be permitted to refine more of its own sugar ? 

Mr. Arnoup. That is correct. 

The Cuarrman. Are you in accord with the statement made by Mr. 
Holland with reference to the administration’s recommendation re- 
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garding the proposed changes in this bill, that is, that any change 
that is made should not become effective until next January 1956? 

Mr. Arnotp. Mr. Chairman, we are not prepared to comment on 
the time schedule of the changes in the act. We would hope that the 
maximum fair share of increases might be available to Puerto Rico 
and the Virgin Islands at the earliest possible date. 

The Cuairman. In other words, you would like to see them have 
an increased quota? 

Mr. Arnoxp. That is correct. 

The Cuamman. That is all. Thank you very much. 

Dr. Fernos would like to ask you a question. 

Mr. Fernos-Isern. I would like, first, to ask about the carryover. 
You said that we still have a carryover in Puerto Rico? 

Mr. Arnowp. That is correct. 

Mr. Fernés-Isern. A substantial carryover? 

Mr. Arnon. Yes. 

Mr. Fernés-Isern. We will carry it to the next year? 

Mr. Arnorp. That is right. 

Mr. Frrnoés-Isern. That is in spite of the fact that in the past 
there have been sales to the Foreign Operations Administration. 

Mr. Arnowp. My understanding is that these carryovers are after 
FOA sales and world market sales. 

Mr. Frrnoés-Isern. And those sales were at lower prices than the 
market price in the United States; is that not correct ? 

Mr. Arnotp. That is correct. 

Mr. Fernos-Isern. So it was a considerable loss to the farmers in 
Puerto Rico? 

Mr. Arnotp. That is right. 

Mr. Fernés-Isern. I mean, at a much less profit than they would 
have had if they had been able to sell on the mainland? 

Mr. Arnowp. Yes. 

Mr. Frrn6s-Isern. Do you remember what is the capacity of the 
present refineries in Puerto Rico—how much more they could refine, 
percentagewise—are you familiar with that figure? 

Mr. Arnotp. I do not have that at my disposal at the moment, but 
I would be glad to supply it for the record. 

Mr. Fernos-Isern. r think it should be. 

My understanding is that the refineries in Puerto Rico can refine 
almost twice as much as they are permitted now. 

(The information to be furnished is as follows :) 


PRESENT CAPACITY FOR SUGAR REFINING* IN PUERTO RICO 


The last official statement on this subject is contained in a report published 
in 1953 by the United States Department of Agriculture under Secretary Ben- 
son’s administration,’ in cooperation with the Commonwealth of Puerto Rico 
(A Comprehensive Agricultural Program for Puerto Rico, by Nathan Koenig). 
On page 238, the report states: 

“The fact remains that the amount of sugar now permitted to be refined is only 
about one-half the refining capacity available on the island. The remaining 
plant capacity represents a luxury which the economy of Puerto Rico can ill 
afford to maintain in imposed idleness. An increase of 225,000 or 250,000 tons in 
shipment quota would pave the way for putting these facilities to work. It would 


1The term “refined” is here used as equivalent to the term “direct consumption” but the 
latter includes small quantities of other than refined sugar. 
* The study was begun under former Secretary Brannan’s administration in July 1950. 





AMENDMENTS TO SUGAR ACT OF 1948 43 





creatly supplement the self-help efforts being made to deal with the serious eco- 
nomic problems through the development of industry and the improvement of 
agriculture.” 

“The above statement would mean a refining capacity of about 480,000 tons. 
This figure was based on the last official survey made by the Sugar Branch of 
the United States Department of Agriculture in 1950, in connection with its 
allotment order on the direct-consumption sugar quota. This survey showed 
a capacity of 484,982 tons on a 300 day operation basis for refined sugar, and 
125 operating days for “turbinado” sugars. Because of the freezing of the 
mainland direct-consumption sugar quota since 1934, there has been little reason 
to increase refining capacity and the above 1950 figure can be taken as applicable 
today. 

: HOW MUCH MORE COULD PUERTO RICO REFINE THAN THEY DO NOW? 


In due course, if limitations under the Sugar Act were lifted, ail of the Puerto 
Rican sugar crop could be produced in refined or direct-consumption form. This 
would mean, under the present quota system, a total of 1,180,000 tons, an increase 
of 954,000 tons above present levels. The present level consists of 126,000 tons 
permitted to be shipped to the mainland and about 100,000 tons for local con- 
sumption. Under pending sugar bills, the Puerto Rican quota would be increased 
from year to year by sharing in the United States increase in consumption. 
Puerto Rico has requested that this increase solely be permitted to enlarge the 
present direct-consumption quota. 


Mr. Fernoés-Isern. I heard some figures concerning Cuba’s pur- 
chasing position here today. How does Puerto Rico compare with 
South American countries, for instance, as to a market for the United 
States? How much did Puerto Rico buy last year from the main- 
land? Have you those figures? 

Mr. Arnoxp. I imagine that we do have them in the office, but I 
do not have them here, I am sorry. 

Mr. Fernés-Isern. I wish that you would have them made avail- 
able to the committee. 

I understand we purchased last year nearly one-half billion, and 
are third in the whole Western Hemisphere. I would like to have 
them for the record officially from you. 

Mr. Arnotp. I will get them for the record. 

(The information to be furnished is as follows :) 

How does Puerto Rico compare with Latin American countries and Cuba in 


purchases from the mainland and how much did Puerto Rico buy from the 
mainland in 1954? 


Total imports from the United States in 1953-54 
[Million dollars] 


Merle Quisisana GER. Bit CeO soa des 46.8 
VGRGIIGIA stincnidntntascinn maiceerests Pe I ia disnnctsiniea te cntpiecctaetiusinnicihs 41.0 
Peer bi cece eit cree aentoesmninns a es i I iin nthe dee tnaehicls 40.9 
CURB. ascertains Ieancerntetecturs Ga ee een. 38. 3 
Brathan ssc nie ada rae i ic eee 35. 0 
Colonist éseiioks jase Bn i te 33.1 
A PICU N giles sdadintinniepsintctiertinntinns ie eo I oi acetip niente enneicinnieeignie 30.8 
POPU .nstispiishiattaiiniieensetladitaintebtids I hs I i ci nscenicehinpenencinteteanenssiestelaiin 30.3 
CREB, ccaceoonanatecotentancnalnah nace palestine Be I sic onnoaseadcotsinsensnc cise 23.8 
PaneMm@s obi pk acct ea tiehndlibtinen ee a a Ne a 7.9 
Dominican Republic__..-_-..-.. 48.1 


Mr. Frrn6s-Isern. Thank you. 

The Cuarrman. Thank you very much, Mr. Arnold. 

The committee will stand adjourned until tomorrow morning at 
10 o’clock. 

(Whereupon, at 12:20 o’clock p. m., the committee recessed, to 
reconvene at 10 o’clock a. m., Thursday, June 23, 1955.) 
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THURSDAY, JUNE 23, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a, m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuHarrman. The committee will be in order. 

Mr. Morse, we shall be very glad to hear from you now. Mr. Morse 
is Under Secretary of the Department of Agriculture. 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY, DEPART- 
MENT OF AGRICULTURE; ACCOMPANIED BY LAWRENCE MYERS, 
DIRECTOR, SUGAR DIVISION, COMMODITY STABILIZATION SERV- 
ICE, USDA 


Mr. Morse. Mr. Chairman and members of the committee, before 
presenting this prepared statement, I would like the record to show 
that Mr. Semel Myers here is Chairman of the Council which is 
the governing body of the International Sugar Agreement. That 
is quite a distinct honor for America, and recognition of Mr. Myers 
as an international leader in the area of sugar. 

Your committee has before it H. R. 5406, and other bills to amend 
and extend the Sugar Act of 1948,as amended. A similar bill, S. 1635, 
has been introduced in the Senate. 

This bill would extend the life of the Sugar Act from its present 
expiration date of December 31, 1956, to December 31, 1962. It would 
become effective,in the current calendar year and would increase the 
present fixed quotas for the domestic areas by 188,000 tons, plus addi- 
tional amounts based upon increases in domestic-sugar consumption. 

Of the fixed-quota increases, the beet area would receive 85,000 
tons, the mainland cane area 80,000 tons, Puerto Rico 20,000 tons, 
the Virgin Islands 3,000 tons, and Hawaii none. 

Additional quota based on 55 percent of sugar consumption in excess 
of 8,388,000 tons would be prorated among domestic areas on the 
basis of their revised fixed quotas. The bill also provides that any 
deficit which may occur in that part of a domestic area’s quota re- 
sulting from consumption increases would be prorated, first, to the 
other domestic areas, and then in the event that no domestic area could 
fill such deficit, it would be prorated to Cuba. Direct-consumption 
allotments for Puerto Rico and Hawaii also would be raised in the 
proportion that their quotas are raised by increases in consumption. 

A few brief observations about the sugar situation in general may 
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be helpful. The Sugar Act, widely recognized as successful farm 
legislation, is designed to make ample supplies of sugar available to 
consumers at reasonable prices, to maintain a healthy and competitive 
domestic-sugar industry, and to promote our export trade. The act 
also assures sugarcane and sugar-beet farmers and fieldworkers a fair 
share of the consumer’s dollar. 

By and large, the Sugar Act has brought stability to a commodity 
which was notable for erratic price, production, and marketing be- 
havior in the years before quota legislation. 

Although this act generally has been very successful in avoiding 
the piling up of really burdensome inventories, either in the hands 
of the Government or of industry, there has been a definite tendency 
in the last few years for stocks of sugar in the mainland cane and 
beet areas to accumulate at above average levels. 

This situation has prompted the domestic sugar industry to seek 
relief from the present system of fixed domestic quotas through legis- 
lation this year rather than at the expiration of the present act, which 
is December 31, 1956. Both acreage- and sugar-marketing restric- 
tions are in effect in all of the domestic areas except Hawaii and the 
Virgin Islands and there is an understandable desire on the part of 
farmers in most areas to increase their production. 

In the last few years, in both mainland areas, new varieties and 
improved production practices have increased production to levels 
welll above the present marketing quotas. Unusually favorable weather 
conditions in Louisiana have also contributed to this situation. As 
a direct result, inventories in the mainland cane area are about one- 
quarter million tons above customary levels and in the mainland beet 
area are also somewhat above average; elsewhere the inventory situa- 


tion is not pressing. In Puerto Rico, restrictions have held produc- 
tion at mr pg the quota levels, and in Hawaii production is 


also at quota level. Neither of those areas has excessive inventories, 
— in the Virgin Islands currently is below the quota 
evel. 

The Department recognizes the seriousness of the problems which 
face the domestic areas and particularly the mainland areas. We 
feel that the time now has come for the domestic areas to resume their 
historic sharing in market growth. When the Sugar Act of 1948 
was enacted and again when it was extended in 1951, fixed quantity 
quotas were assigned to the domestic areas, even though they had 
under earlier sugar legislation received percentage quotas. 

This change, which continuously has been regarded by the domestic 
sugar industry as a temporary rete than a permanent one, was made 
mainly to assist Cuba in making the transition from wartime to 
peacetime conditions by assigning to Cuba and other foreign countries 
residual quotas which have grown as the domestic market has 
expanded. 

Because of the lateness with which enactment of the bill would 
occur, we do not, however, think it advisable that the bill be made 
effective as of last January, but rather recommend that it become effec- 
tive as of January 1, 1956. Neither do we believe it advisable that 
domestic quotas be increased by the fixed quantities proposed in the 
bill. In leu of the quota increases provided in the bill, we would 
recommend that the domestic areas share 55 percent of increases in 
consumer requirements in excess of 8,350,000 tons. 
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We recognize that there is need in the mainland areas for relief 
during the current year. Therefore, the Government, in order to 
avoid any retroactive aspect to the action will undertake to provide 
assistance through a special program to the extent of 100,000 tons 
in the year beginning July 1, 1955, The details of the program have 
yet to be worked out. The program will be worked out in a manner 
that will afford domestic areas relief as promptly as possible within 
the framework set forth above. 

We recommend a system of priorities designed to assign quota in- 
creases resulting from population growth first to the mainland areas 
and then to the offshore domestic areas in 1956. Domestic quotas 
subsequent to 1956 would be based upon the final 1956 pattern. 

We believe some increase should be made in the direct consumption 
portion of quotas for offshare domestic areas. We also wish to bring 
to your attention a number of technical problems that have arisen in 
connection with the definitions and administrative provisions of the 
Sugar Act. These matters are discussed more in detail as an adden- 
dum to our report to the committee. Most of them have been reviewed 
with members of the industry and some have been reviewed in publica- 
tions. The problems stemming from definitions were discussed at a 
special industry meeting which we called in September 1954, follow- 
ing which an industry task force was appointed to consider the 
problems. Unfortunately, the task-force report contained divergent 
views and, consequently, could not be used as a single basis for recom- 
mendations. 

However, the views expressed in the task-force report and other sim- 
ilar expressions of representatives of the beet and mainland cane areas 
and Hawaii and of other persons, all, have been considered in arriving 
at our recommendations. 

Title I of the Sugar Act defines various terms and factors which 
serve as a basis for interpreting the provisions of the act. These defi- 
nitions have remained virtually unchanged since they were introduced 
into the Sugar Act of 1937. Although questions with respect to some 
of the definitions were raised as early as 1937, developments and 
changing conditions in the sugar industry recently have increased 
both their frequency and their scope. 

One problem is that of differentiating between raw and direct-con- 
sumption sugar. Under the Sugar Act, the differentiation is quite im- 
portant in view of the limitations on the portions of foreign and off- 
shore domestic quotas that may be filled with direct-consumption 
sugar. Although little difficulty arises with respect to typical raw 
sugars used for refining or typical refined sugar used for direct con- 
sumption, considerable difficulty arises with reepeet to small quantities 
of semirefined sugars that are characteristically used for direct con- 
sumption and with high purity sugars which now are desired by some 
refiners as a raw sherk In recent years, the difficulty of differen- 
tiating between the two types of sugar has become more pronounced, 
partly because of technological developments and partly because of 
changing attitudes within the industry. 

Because of the growing demand by refiners for high-quality sugar, 
some refiners have asked the Department to permit them to import 
semirefined and even fully refined sugars as raw sugar to be “further 
refined or improved in quality.” Throughout the administration of 
the act, the Department has held that semirefined sugars such as 
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turbinados and plantation granulated sugars are direct-consumption 
sugars and should be charged to the direct-consumption portions of 
quotas. 

Such administrative actions have been based upon the evident in- 
tent of Congress and have had the effect of supplementing the use 
criterion expressed in the act to differentiate between raw and direct- 
consumption sugars with a quality criterion. 

We believe more comprehensive legislation is needed on this point. 
It appears that the most acceptable solution to this problem would be 
to redefine raw and direct-consumption sugars, to define the term “to 
be further refined or improved in quality” and to authorize the Secre- 
tary to determine whether specific processes meet the requirements of 
the definition of refining and whether sugars of a given quality are raw 
or direct-consumption sugar. 

The quota status of offshore domestic liquid sugar potentially poses 
another serious problem. The Sugar Act does not directly address 
itself to the question of the classification for quota purposes of such 
liquid sugar as either raw sugar or direct-consumption sugar. 

The act defines direct-consumption sugar as any sugars which are 
principally of crystalline structure and which are not to be further 
refined or otherwise improved in quality. As the act further pro- 
vides that sugar in dry amorphous form shall be considered to be of 
crystalline structure, liquid sugar would not appear to be included 


within the literal meaning of direct-consumption sugar. Consequent- 

ly, literal interpretation might permit the entire quota of an offshore 

domestic area to be filled with liquid sugar of refined quality. 
Obviously, this is not in keeping with the overall intent of the act. 


Therefore, administrative actions pertaining to this problem have had 
to be based upon the evident intent of the act rather than upon its 
precise wording. The suggested revisions in the definitions plus a 
slight revision of section 210 (b) would make it clear that liquid 
sugar from offshore domestic areas is to be treated the same as erystal- 
line sugar. 

One of our difficult administrative problems arises in connection 
with section 407 of the act, which prohibits any person acting in an 
official capacity from investing or speculating in sugar or any stocks 
of sugar companies, or even being a member of a sugar-processing 
cooperative. Until recently, this provision had been interpreted: as 
applying only to Washington officials since they are the only ones 
having advance market information which could be used for personal 
gain. However, as a result of an inquiry by the General Accounting 
Office, the Department’s General Counsel recently informally advised 
us that the provisions of section 407 apply to any person acting in an 
official capacity, including State, county, and community officials and 
employees. 

The application of this provision to officials who have knowledge 
that might aid them in investing or speculating in sugar is consistent 
with principles of sound administration. However, it serves no use- 
ful purpose to have it apply to officials and employees in field offices 
and other agencies of government. 

In some cases, the Department has been precluded from obtaining 
the services of persons who are best qualified to serve in such posts. 
The difficulties are most acute and embarrassing to the Department in 
areas served by cooperative sugar mills. 
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For this reason, we recommend that section 407 be amended so that 
it will not apply to persons employed in the field offices and other 
governmental agencies. 

Another administrative problem arises in connection with the In- 
ternational Sugar Agreement which was ratified by and with the ad- 
vice and consent of the Senate on April 29, 1954. Under the terms 
of article 7 of the agreement, each participant agrees to import no 
more sugar from nonparticipating countries as a group than it im- 
ported from such countries in any one of the years 1951 to 1953. As 
quotas of foreign countries under the Sugar Act are not allotted on 
the basis of the International Sugar Agreement, the United States 
last year was in slight violation of the agreement. We wish authority 
to reconcile quotas covering imports from foreign countries with arti- 
cle 7 of the agreement or the corresponding provision of successor 
agreements. 

The amendment will restrict quotas of only those countries that do 
not participate in the International Sugar Agreement. 

Two additional matters involve those provisions of the Internal 
Revenue Code, which originated in title 1V of the Sugar Act of 1937. 
They concern the processing tax on sugar manufactured in the United 
States and the import compensating tax on sugar manufactured out- 
side the United States. 

Section 212 of the Sugar Act exempts from quota control any sugar, 
or liquid sugar, which is used for livestock feed or for the distillation 
of alcohol. ; 

However, tax exemption under the Internal Revenue Code is only 
partly consistent with the quota exemption. The processing tax on 
sugar is refundable on sugar used for livestock feed or for the distilla- 
tion of alcohol, but the import compensating tax is not refundable on 
sugar used for the same purposes. 

In the interests of consistency, we recommend that those parts of the 
code relating to the refund of taxes be amended so that the import- 
compensating tax also can be refunded on manufactured sugar im- 
ported for livestock feed or for the distillation of alcohol. 

Section 101 (i) of the Sugar Act specified that the Clerget method 
must be used to determine sucrose in measurement of total sugar con- 
tent. This method has been superseded by more accurate methods. 
To permit the most accurate method of determination to be used, it 
is recommended that section 101 (i) of the Sugar Act be amended by 
deleting the term “(Clerget).” 

To enable this change to be put into practice fully, it will also be 
necessary to amend paragraph (4) of section 4502 of the Internal 
Revenue Code to eliminate the reference to methods of testing. The 
proposed changes have the support of the Treasury Department. 

The Sugar Act has provided an assured market for both our domes- 
tic industry and our principal foreign suppliers. At the same time, 
the interests of consumers have been protected under the act. 

This will continue to be the case under the proposed amendments 
to the act. The Department recommends that the act be continued 
oe the adoption of H. R. 5406 as modified by our recommen- 

ations. 

I understand these recommendations have been incorporated into 
the committee print dated June 22, 1955, which is now before you. 
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The Cuamrman. Mr. Morse, we thank you very much for your state- 
ment. I would like to ask you a few questions. 

The first is, How did the Government acquire its stocks of sugar? 

Mr. Morsr. The Government does not own any sugar, sir. 

The CuatrMan. You say on page 2 of your statement, the middle 
of the page, “Although this act generally has been very successful in 
avoiding the piling up of really burdensome inventories, either in the 
hands of the Government or of industry”—what do you mean by that? 

Mr. Morse. It is in the hands of the industry. es, sir. It is not 
in the hands of the Government. 

The Cuarrman. It is in the hands of industry? 

Mr. Morse. Yes. 

The Cuatrman. How do you propose to take it out of the hands of 
industry and to market it in such a fashion as not to interfere with 
the normal channels of trade? 

You have not worked out the details, but do you have a general 
idea as to how that might be done? 

Mr. Morse. I cannot go beyond the testimony which Assistant 
Secretary of State Holland presented yesterday in saying that the 
details of that transaction have not been worked out. I would not be 
able to tell the committee how that would be accomplished. 

The Cuamman. What is the weakness in the law that has resulted 
in this accumulation of inventories above normal quota allotments? 
Ts it the fact that we do not have acreage allotments? 

Mr. Morse. No; they have now been put into effect. 

The Cuamman. Acreage allotments have? 

Mr. Morse. Yes, sir. 

The Cuatrman. Do you have acreage allotments and marketing 
quotas ¢ 

Mr. Morse. They are called proportionate shares in the sugar act, 
and they are now in effect. Part of this problem, as the testimony 
shows, is the fact that there has been unusually favorable weather 
in Louisiana—notably the absence of severe freeze that might cut in 
on the production of the sugarcane; and also that increased efficiency 
in sugar production, both in the beet and cane areas, has increased 
the production per acre. 

The Cuarmman. When were acreage allotments first imposed, in 
1954? 

Mr. Morse. 1954 crop in the mainland cane; 1955 crop in the main- 
land beets. 

The Carman. So the mainland beet sugar producers have only 
had acreage allotments once and that is 1955, this year? 

Mr. Morse. That is this year. 

Now, prior to that, however, there has been cooperation by the 
industry to restrict production. As you know, beet production is 
grown on a contract basis with beet sugar refiners. Refiners have co- 
operated in an effort to keep the production in line. 

The Cuarrman. Why was it imposed on cane sugar in 1954 and 
not beet sugar? 

Mr. Morse. May I ask Mr. Myers, who administered the act, to 
answer that? 

Mr. Myers. The cane production came up first, and under the act 
you will recall we are required to permit growers to produce sufficient 
sugar to fill their quotas and to produce a normal carryover. 
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The mainland cane production came up a little bit quicker, as the 
secretary has said. They have been increasing their efficiency of 
production. They have come out with some new varieties that Late 
‘urther improved production, but most important of all they have 
not had a freeze since 1951. 

In converting quantities of sugar to acres, we have to work on the 
basis of averages—average yields per acre. The mainland cane area 
has had far above average yields the last several years. As a result, 
they — their carryover back to normalcy and actually above 
normalcy. 

Although we cut the acreage back in 1954 they still produced 
more than the quota and we had to cut it back further in 1955. 

The Cuarrman. In this sugar program we do not have a referendum 
in which the producers are permitted to vote. 

Mr. Myrrs. No, sir. 

The Cuarrman. The Secretary by order imposes acreage allot- 
ments. 

Mr. Myers. Imposes the sugar marketing and acreage allotments— 
that is correct. 

The act imposes marketing allotments on the processors. There is 
a marketing quota for every area, and whenever there is the prospect 
that total marketings will equal or exceed the quota without regula- 
tion, then the Secretary is required to allot that total marketing quota 
to the individual processors within the area. 

The Cuarmman. If a producer of beet sugar exceeds his acreage 
allotment, he is not subjected to any penalty as in any other control 
program ¢ 

Mr. Myrrs.) Yes. 

The Cuarrman. What is the penalty? 

_ Myrrs. He loses his sugar act payment. That is a very severe 
penalty. 

The Cuamman. They withhold his payment on that part of the 
sugar that is overproduced ¢ 

Mr. Myers. Withhold it on the whole crop if he exceeds his acre- 
age allotment or his proportionate share, as we call it. 

The Cuamman. To what extent have they, generally speaking, 
exceeded their acreage allotments? 

Mr. Myers. I do not think we have ever had a case of a person ex- 
ceeding his allotment in the mainland area. We have a few minor 
cases, ees largely accidental down in Puerto Rico, but the 
Sugar Act payment is of sufficient importance, so that it is a very 
effective control weapon. 

The Cuarrman. So when the Secretary imposed acreage allotments 
on the beet producers last year they stayed within those allotments? 

Mr. Myers. They have eed imposed or were imposed last year 
effective in 1955, and so far as we know 

The Cuarrman. You mean then in 1954 you did not have acreage 
allotments on either beet or cane sugar? 

Mr. Myers. We did on cane sugar, but not on beets. 

The Cuarmman. Did you have any violations in the cane-sugar 
areas last year? 

Mr. Myers. No, sir. 

The Cuarrman. So the cane producers remained within the acre- 
age allotments ? 
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Mr. Myers. That is correct. 

The CuarrMan. Does it indicate that the beet- and cane-sugar pro- 
ducers will stay within their allotments this year? 

Mr. Myers. So far as we are aware, they will. 

The CuarrMan. They have by their efforts and better methods in- 
creased the per acre yield, both in beets and cane ? 

Mr. Myers. That is correct. 

The Cuarrman. What is the general overall production of beet 
and cane sugar together in the continental United States; about 2 
million tons? 

Mr. Myers. It is more than that, sir. Last year we produced prac- 
tically 2 million tons of beet sugar. That has semated in this pileup 
and carryover. 

Through the acreage allotment program this year we aim to produce 
right at 1,800,000 tons, which is the marketing quota for the beet area. 

The Cuarrman. What about cane? 

Mr. Myers. In the case of mainland cane they have been producing 
around 600,000 tons or more for the past 3 years. That is why they 
built up this carryover. They cut down their acreage in 1954. They 
still exceeded their 500,000 tons quota, producing exactly 600,000 tons 
last year. 

The CHarrMan. They exceeded the quota how much ? 

Mr. Myers. By exactly 100,000 tons. 

The CuarrMan. 100,000 tons? 

Mr. Myers. That is right. 

The Cuarrman. That is what, about 20 percent ? 

Mr. Myers. Exactly 20 percent. Their quota is 500,000 tons. 

The Cuairman. What do you expect them to produce in the cane- 
sugar area this year? 

fr. Myers. We are aiming this year to have them produce 500,000 
tons, which is their quota quantity. 

The Cuarrman. To produce what? 

Mr. Myers. Half a million tons, the quota quantity. 

The CHatman. 500,000 tons? 

Mr. Myers. That is correct. 

The Cuarrman. This brings me up to the point that I want to make, 
in fixing that quota for 1955, knowing full well that they had exceeded 
their normal quota allotment by 20 percent in 1954, you cut them only 
10 percent in 1955. 

The same things goes for beet sugar. They produced 2 million tons 
in 1954 and you cut them 10 percent. And you take off 200,000 tons, 
and let them produce 1,800,000 this year. 

How do you ever expect to bring supplies in line with consumer 
demand and keep them in the quota, if you permit them to go over 
20 percent in 1954 and cut them only 10 percent in 1955 ? 

efore you answer, when that happens to us in tobacco we take our 
cuts. In 1 year we took a 28-percent cut, in the flue-cured tobacco 
area, enough to bring our supplies in line. The tobacco program has 
operated because we have done that. 

It seems to me that you have actually, as I see this thing, given 
the domestic beet and cane sugar producers a 10 percent increase 
this year that they were not entitled. to, apparently, on these figures. 

If you in the beginning had started out to bring these people in 
line and had kept them within this 500,000 tons of cane sugar and 
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had kept them within the 2 million tons of beet sugar, it seems to me 
that you should have imposed not only a 20-percent cut, but maybe a 
25-percent cut, instead of a 10-percent cut. 

What do you say about that? 

Mr. Myers. I would be glad to continue, since I recommend the 
program that was taken. 

The Cuarrman. All right. 

Mr. Myers. The action was taken. There is no purpose when we 
do have a requirement in the act to ane a normal carryover— 
there is no purpose in trying to work out of a carryover situation, 
too drastically. You do have big carryovers in tobacco, I worked on 
that once—not on the control program, but on other features of it. 

Our sugar stocks do not begin to equal the stocks that you have in 
tobacco, but those are cared for by industry for curing purposes, as you 
know. 

The Cuarrman. You do not subsidize the tobacco grower of Amer- 
ica like you do the sugar producers of America. We do not have 
any subsidy ? 

Mr. Myers. I do not care to get competitive here. 

The Cratrman. What? 

Mr. Myers. I do not care to start invidious comparisons. 

The Cuarmman. I may be wrong, but as I see these figures, if I am 
right in that, knowing in recent years, at least within the past several 
years, that there has been a constant and regular increase per acre 
yield, when you cut them 10 percent, you know that by intensifying 
their efforts they will produce more sugar, as much perhaps on the 
acreage in 1955 as they produced in 1954 on a larger acreage, that 
will wipe out all of your reduction. 

Mr. Myers. There is just one little point here that you are over- 
looking that we have to pay attention to, that is, average normal 
weather conditions. We have had well nigh perfect weather condi- 
tions. 

The Carman. You always take that into consideration, do you 
not, in fixing these allotments ? 

Mr. Myers. Yes, but they have had far above normal weather condi- 
tions in Louisiana area. 

The CHatrman. A clear positive justification for further reduc- 
tion, instead of a slight reduction. 

Mr. Myers. If they had average weather conditions, sir, they would 
have been down to the 500,000 tons last year. If they ever get average 
weather conditions, they will go down without a further cut, but if 
we do not have average weather conditions, and we keep this thing up, 
obviously we will have to cut back acreage further. 

The CuarrMan. Secretary Benson issued his order for 1955, which 
would permit the beet producers and cane producers of continental 
America to reach their top quota, to wit, 500,000 tons of cane and 2 
million tons of beets. You have not started out with a program to 
reduce them 1 ton below their maximum quota, and you do that know- 
ing that if they have good, favorable weather they will produce in 
excess of their top quota. 

It seems to me that you are in a rather awkward position when you 
fail to fix the program of 1955 in a fashion that would bring about a 
reduction below the maximum quota and then come in here and as}: 
that you increase that quota. 








54 AMENDMENTS TO SUGAR ACT OF 1948 


I am not expressing any opinion. I am trying to argue this point 
to clear it up. 

I say this frankly about these beet and cane producers in continental 
America—I am very close to them—when I first came on this commit- 
tee 21 years ago, I was interested that they should produce all that they 
were capable of producing, but I was not here very long before I found 
out better. 

We know—all of us know—that sugar can be produced in offshore 
areas at far less cost than we can produce it here. <All of us know 
that this program is wrapped up and saturated with subsidy and con- 
trol and regimentation and all of these other unholy and un-American 
things that we have been told about from day to day. 

I do not object to it. The sugar producers do not object to it, but 
here we have a program in which even the farm labor is fixed, the man 
who goes into the beet field, and you do not have child labor. You fix 
the minimum wage that the wage earner may earn in the fields of the 
beet and cane-sugar areas, You fix the amount that the man can grow, 
the amount that he can market—the amount to be refined. You fix 
that, and you pay a tremendous subsidy to the producers. 

Are we going to administer this act as it is on the books, or when we 
hit the ceilings, are we going to lift the quotas? Are we going to 
relieve them, by taking the taxpayers’ money to buy another 1 million 
tons to sell or give away somewhere? 

Mr. Morse. This act is an act of Congress. It was passed by Con- 
gress with unanimous vote in 1 House, and with 3 dissenting votes in 
another House. 

What you have before you is a proposed renewal and extension of 
that act. Itisan act of Congress. It is not ours. 

The Cuairman. I said, to begin with, we hear a lot of talk about 
free agriculture, Mr. Morse, free agriculture, and not wanting to en- 
slave the farmer. 

Here is a bill, if there ever was a program on earth that had regi- 
mentation and control and subsidies, and all of these things that Mr. 
Benson has been denouncing, this is it. 

Iam forit. Heis for it. The President is for it. 

Let us stop denouncing and stop analyzing and see why you did not 
cut these domestic growers, like the act contemplated. 

Mr. Poacr. Surely they could not be asking for the kind of regi- 
mentation you described, because Mr. Benson is opposed to all regi- 
mentation. He has told us that. 

Senator Holland has opposed all regimentation. He told us so. 

He has opposed supporting any prices. He has told us so. 

So Mr. Benson’s sugar program just could not involve as much 
regimentation as you describe. [ Laughter. ] 

r. Morse. Mr. Congressman, I would like for you to supply in the 
record the verification of the statements that you have made that 
Secretary Benson has opposed all regulation, all regimentation, all 
subsidy, and all of the other things that you have alleged. I would 
like to see it. 

The Cuarrman. In every speech he has made ever since he has been 
in office, he has talked about freeing agriculture. I have asked you— 
and I ask you now—to name me one law that enslaves the farmers 
of America. I will start right now to have it repealed. 
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It is all right that you come out for the sugar bill. Then I see for 
the first time that you have not cut the sugar producers in the beet 
or cane areas. You have cut the tobacco farmers because we asked 
for it. We wanted it. We were willing to take it. 

The cotton and the wheat farmers and all of these other farmers 
have taken their cuts. Yet you are screaming for agriculture to be 
free. 

I will ask you to name me one law that enslaves agriculture, and we 
will start now to get it off the books. 

Mr. Morse. I have made a very simple request—that is, that we 
have in the record the alleged statements showing that Secretary 
Benson has used the word “all.” 

The Cuarrman. No; just a little bit—just a little bit. 

Mr. Poage. Just a little bit. 

The CuarrmMan. It is a question of freeing agriculture. 

The point is: Did you realize, Mr. Morse, when you put this sugar 
program into effect in 1955 that you were not going to reduce these 
people in the continental United States below their maximum quota? 
That is what this shows. 

Mr. Morse. I believe Mr. Myers has correctly onpermen what you 
are up against in the administration of an act of this kind—that is, 
the variations of weather, particularly when you have a situation such 
as the one in Louisiana; and, further, we have seen the effect of the 
drought—in some areas a shortage of irrigation water. In order to 
keep farmers adequately in production and to supply the quotas that 
have been allotted to the domestic industry, we have undertaken to set. 
quotas to make that. possible. 

The Cuarrman, All right. 

Will you not admit now that you fixed the quotas in 1955, fully 
aware of the surplus on hand? You fixed those quotas at the maxi- 
mum, and you have not cut the producers in America 1 ton. 

How do you see that this carried out the intention of this act that 
we are all interested in? 

Mr. Morsg. We have cut back the producers. 

The Carman. So he would produce 500,000 tons in sugarcane this 
year—that is the maximum. 

Mr. Morsp. If you get below the average yields, it will offset some 
of the favorable years and eat into the accumulations. 

The Cuarrman. You just told us that in recent years there has been 
a tremendous constant increase in per acre yield. You know now— 
I think I know now—if you give hee 500,000 tons as the goal, they 
wi shoot over that ioe this year, with the quotas you have given 
them, 

Mr. Morse. The quotas are set on that basis. You heard Mr. Myers’ 
testimony that farmers observed their proportionate shares and do 
not exceed their proportionate shares as allocated to them. 

The CHarrMan. That is right. 

Those shares produced more than formerly. 

Mr. Morse. The shares have been set to produce the fixed quotas 
that are in the law. 

The Cramrman. Yes; the maximum fixed quotas in the law. 
Mr. Morsg. Yes, sir. 
The Cuatrman. All right. 





06 AMENDMENTS TO SUGAR ACT OF 1948 


You have not done that with regard to a single other basic com- 
modity—you did not fix the wheat quotas that way. 

Mr. Morse. We have no comparable situation where we are operat- 
ing quotas where we have a known market, and a market ready and 
waiting to take the full quotas that have been set. 

The Cuatrman. What I am talking about is that you could have. 
The fact of the business is when we passed legislation out of this 
committee to relieve the drastic cut on wheat and cotton growers we 
did not have the cooperation of the Department. 

Mr. Poage. Would the chairman yield there? 

The Crarrman,. Yes. 

Mr. Poaee. Is it not true that we have a market today that would 
take all of the wheat we have got in storage if we would subsidize it 
like we are subsidizing sugar ? 

The Cuarrman. Certainly. 

That brings up this question: You took the wheat growers and you 
put the support price down to 76 percent of parity. You have not 
recommended a reduction of 1 penny in the subsidies being paid to 
the beet- and cane-sugar producers of America. 

What is the subsidy, $30 or $40 an acre? 

Mr. Morsr. As you know, Mr. Chairman, we went across this coun- 
try and got the best judgments in agriculture and the best advice that 
we could get in a very extensive study of the agricultural programs. 
We have testified repeatedly, and I would like to emphasize again, 
that one thing that was pointed out from the very beginning was the 
mistake of trying to compare one program with another. Leaders 
said it is a mistake to lump together dissimilar crops with dissimilar 
markets, and then apply one law to all of them. So the answer that 
I would give—and I think it is thoroughly sound—is that you cannot 
take a sugar program, with the markets and the complexities and all 
that enter into the sugar program, and start comparing it effectively 
with other programs in agriculture, and particularly a program like 
wheat. 

The CuamrMan. We have to do that. . You have said—and perhaps 
I have said and others have said—that the situation that the wheat 
producer and the cotton producer finds himself in now, is the fact 
that acreage allotments and marketing quotas were not imposed by 
the Secretary of Agriculture—either the present or the past Secre- 
tary of Agriculture—at a time when they should have been imposed. 

Here is a situation that you or I complain of, because Mr. Brannan 
did not impose them. 

Now you have imposed them, but you have imposed them so slightly 
that you are not actually starting a program that is calculated to 
reduce this surplus. 

The surplus has accumulated. 

I will ask you, what is the surplus in the domestic area? It has 
accumulated, and now you propose—and your only proposal is—to 
permit you to run the program as you have been running it and as 
you have fixed it for 1955, and then let us come in and provide the 
money to take the sugar and give it away. 

Mr. Morse. I think you are very effectively bringing out a point 
that ought to be clearly understood. It is a real service that you 
are bringing it out. 
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The recommendation before you is that effective January 1, 1956, 
the farmers of America, the beet growers and the cane growers, would 
be given a 55-percent share in the growth of the American market for 
sugar. That growth is not for the purpose of relieving inventories. 
It is to give the farmers an opportunity to participate in the growth 
ot the sugar market in this country. A clear distinction should be 
made. 

The other proposal, which is not before you, is an administration 
recommendation which is that the relief of inventories would be 
through the 100,000-ton route, on which we are not asking legislation. 

The Cuarrman. All right. 

What is the total carryover of domestically produced sugar; how 
many thousands of tons? 

Mr. Myers. Mr. Chairman, I will be glad to supply that for the 
record. It is a little complicated to get at. 

Our carryover figures, as of January 1—which is right in the middle 
of the harvesting season in the thattiand cane area—it is just at the 
windup of the harvesting season in the beet area—are at or near the 
year’s peak, a es have to consider what is an average or 
a normal carryover and how far the current stocks are beyond that. 

The Cuatrman. I have been told that in the Louisiana area and 
in Florida they have a tremendous surplus. I think 200,000 tons 
ormore. Do you have anything on that? 

Mr. Myers. Yes; they do have large stocks of sugar, what we call 
effective inventory, that is, the stocks of sugar that they have on hand 
as such, plus the quantity that is to be ground from cane of the same 
crop, cut after January 1. That, as I recall offhand, without looking 


up the figures, was 400,000 tons—about that—as of January 1. At the 

present time they have about 27,000 tons of stocks from the old crop 

in Florida, I do not know just exactly how much in Louisiana, which 

they cannot market until 1956, because the preliminary 1955 allot- 

ments are exhausted. The big surplus, of course, will come in what 
] 


they harvest this fall and will not be able to market until January 
1, 1956. 

The Cuatrman. Now, the surplus, the statement that you just made, 
Mr. Myers, leads me to believe that you are all fully aware of the 
fact that they will harvest in excess of the 500,000 tons this year in 
the cane area. 

Mr. Myers. We established acreage allotments on the basis of ob- 
taining a 500,000-ton crop, with average weather conditions. I know 
that it may sound a little bit careless to your committee. Let me say 
that I prepared the recommendations which were accepted on this 
point. 

Perhaps, sir, if you had lived through the experience that Congress- 
man Willis, I believe, and I did, in 1951, when their crop was frozen 
and went into the molasses barrel, instead of into sugar, you would 
realize a little bit of the timidity that we have in overcutting acreage. 

With normal weather conditions, sir, it is the best of our knowl- 
edge and belief that we will come down to the 500,000-ton figure for 
this year’s crop. And if we get anything like subnormal weather 
conditions, we will begin to pull the stock figure down. 

The Cuatrman. I want to explain that I am not complaining to 
you or about you. You are the administrator. 

Mr. Mygrs. I realize that. 
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The Cuamman. You deal only with sugar. 

Mr. Myers. That is right. 

The Cuarrman. The Secretary of Agriculture deals with all of 
these commodities. 

All of those things you said about sugar may be said about cotton 
and wheat in the drought areas, whereas no cotton came up at all, 
and in the wheat areas, and in other crop areas. Those factors 
come in. 

Here the Secretary of Agriculture cuts drastically the wheat and 
the cotton and other crops, and he signs an order that does not cut the 
sugar producers a ton. 

I am in sympathy with Mr. Willis and the producers, and I would 
be the first one to try to do something to relieve that situation. 

I am not saying that Mr. Willis’ bill should not be enacted into law 
right now. I want to make that perfectly clear, but I am bringing 
out the point that whereas we do have other programs that are under 
the direction of the Secretary, and we are cooperating—we have a 
referendum coming up on wheat next Saturday—the wheat farmers 
have been notified that their supports are going to be 76 percent of 
parity, and if they do not vote, it goes down to 50 percent—you do 
not come in and reduce this subsidy to sugar at all. 

T am told in some States it goes as high as $50 an acre, and in some 
States the average is $35 to $40 an acre. 

If you move these 100,000 tons, do you intend to make the payments 
to the domestic producers on those 100,000 tons? 

Mr. Morse, If the 100,000 tons are produced, and growers have kept 
in compliance, they would receive their payments, 

The Cuatrman. That is right. 

So they produce over their quota—they receive the subsidy—they 
sell the sugar and move it off, and you do not cut their quotas. 

Mr. Morse. That is according to the law. 

The CHarman. What do you mean, according to the law ? 

Mr. Morse. That they would receive the payment. 

The Cuarrman. You do not have to pay. 

Mr. Morse. They would receive the payment if they kept in com- 
pliance according to the proportionate shares allocated them and 
the other requirements—they qualified, and therefore according to 
the law they would get the payment. Administratively, we have no 
control over that, 

The CuarrmMANn. You are talking about a law that we might enact, 
not the one that is on the books. 

Mr. Morse. No, sir. According to the law that is in effect. 

The Cuatrman. All right. 

Then, you do not have to have any legislation to enable you to take 
this surplus sugar off the hands of the producers, out of the ware- 
houses of Louisiana, and market it all and let the farmers get their 
remittances. 

Mr. Morse. We have as an administration proposed that we would 
undertake to relieve the situation to the extent of 100,000 tons. We 
would certainly hope that the relief would be accomplished in such a 
way as to benefit the farmers of America. 

The Cuarrman. What authority do you have to buy overquota 
sugar and to market it and to pay the subsidies that are involved ? 
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Mr. Morse. We would assume that would be a purchase program. 
And as was testified to yesterday, that the sugar would be used in 
aiding friendly nations. We have been supplying sugar to some of 
them in the past. ele 

The Cuatrman. Under authority of what law do you have a right 
to take the quota of sugar over and dispose of it? 

Mr. Myers. It would not be overquota. 

The Cuarrman. Are you recommending that here? 

Mr. Morse. It is not sugar that has been produced in excess of the 
proportionate shares of the farmers. It is sugar that, because of 
favorable crop conditions, increasing efficiency in producing higher 
vields per acre, has accumulated. With fixed quotas there is no oppor- 
tunity to sell it into the American market. 

The Cuatrman. In other words, it is sugar that was produced in 
excess of the marketing quotas? 

Mr. Morse. No, sir; the proportionate shares are on an acreage 
basis. 

Mr. Myers. That is right. 

Mr. Morse. And the farmers have not violated the acreage allot- 
ment, but because of favorable weather and increased yields per 
acre 

The Cuarrman. They have produced more tonnage than they are 
permitted to market? 

Mr. Morsr. They have produced more than can be marketed. 

The Cramman. Can be? 

Mr. Morse. Because of the fixed quotas in this law. 

The Cuarrman. That is right. 

So it is sugar that is produced beyond the marketing quotas; is it 
not ¢ 

Mr. Morse. Yes. 

The distinction I was trying to make is that that has not been the 
fault of the farmers. 

The Cuarrman. Certainly I am not blaming the farmers for it. 
That has not been the fault of the wheat and cotton farmers, either, 
because they have done through the years what they have been told 
to do. This sugar that is now burdening the farmers of Louisiana 
und other States is sugar that was produced beyond the marketing 
quota, and they canot now legally market that sugar. 

Mr. Morsr. That is produced beyond the national area quota— 
not beyond the farm quotas. 

The Cuatrman. That is right. 

Beyond the national marketing quotas for domestic sugar. 

Mr. Morse. Yes. 

May I follow that up? 

That came about not by the allocation of the proportionate shares— 
the administration of the act—but it came about through weather 
and through the technical changes that have been taking place, which 
you could not fully anticipate. 

The Cuatrman. Come back to this proposition and clear it up. 

Do you now have authority in existing law to relieve the producers 
of beet and cane sugar of the burdensome surpluses now in their hands 
and in their warehouses ¢ 

Mr, Morsr. We assume that we have. And beyond that, I am not 
able to say. The matter is being explored. 
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The Cuairman. If you do have it, there is no need for us to give 
it to you. If you do not have it, then, if I understand your recom- 
mendation to us, it is that we give you that authority. ! 

Mr. Morsz. As you know, before we came to Congress with recom- 
mendations, all of these bills were introduced in the House and a bill 
was introduced in the Senate, with 49 signers, which is an expression 
of what should be done. The authority asked is that the best growers 
and sugarcane growers, the farmers growing these crops, should again 
have the opportunity to grow more of the sugar that is sold to Ameri- 
can consumers. It is that growth division which for 14 years was 
in the law that we are recommending be reinstated as of January 1, 
1956. 

The Cuarrman. If I may sum it up this way, you are unable to say 
whether or not you have the authority to buy and sell this sugar? 

Mr. Morss. We assume that we do tent the authority. We are ex- 
ploring that in reference to a portion of the accumulations, 

As to the domestic areas participating in the growth in the market 
effective January 1, that is where we are asking for legislation. 

The CuarmrMan. You want to change that, but the proposition is: 
Do you or do you not have authority to buy this sugar and to sell it 
in the market ¢ 

I am under the impression that you do not have that authority, be- 
cause that is outlawed sugar that cannot go into the American market 
in competition with offshore sugar. 

Mr. Morse. We could not sell it in the domestic market, we under- 
stand. It is our understanding that it could be used for relief pur- 
poses abroad. 

The Cuatrman. In the Foreign Operations Administration ? 

Mr. Morsz. Yes, sir. 

The Cuarrman, Or something of that sort? 

Mr. Morse. Yes. 

The CuarrMan. Is that what you have in mind, that you might do 
it through Mr. Stassen’s organization ? 

Mr. Morse. It is the assumption that it would have to be some such 
procedure as that. 

The CuHarrMaNn. We have no control over his organization. You 
do not know whether he is going to be interested in saving these people 
or not? 

Mr. Morse. No, sir. We can only go so far as to say that we would 
undertake to relieve these inventories to the extent of 100,000 tons. 

The CuatrmMan. You admit then that you have no right to buy it 
and sell it in the American market. 

Mr. Morse. That is our understanding. 

The Cuamman. You can sell it abroad? 

Mr. Morse. Mr. Chairman, if it is done through some operation like 
the FOA. That would not necessarily be a sale. 

The Cuatrman. I understand that. It would not come into the 
domestic market with which we are dealing. You would not even 
have the authority to put this sugar into the school-lunch program, be- 
cause to that extent it would be competing with the veyulhe market. 

Mr. Morse. If there was any possibility of displacing domestic 
sugar I assume we would not have that authority. e anticipate we 


wae not be able to dispose of the 100,000 tons in the domestic 
market, 
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The CHairmMaNn, Let us come down to this one proposition. You 
say now that we do have existing law which will enable you to acquire 
and dispose of 100,000 tons of sugar and that is the extent to which the 
administration thinks these stocks should be relieved ? 

Mr. Morse. I would rather restate it this way: That is the extent to 
which we would undertaks to relieve the accumulated stocks. 

The CHarrman. What I want to know, and I think the committee 
would like to know, Mr. Myers said that he would give us that 
information, what is the surplus of American-produced sugar and to 
what extent are you going to relieve the situation? These Congress- 
men here want to relieve their constituents and I do not blame them, 
Mr. Willis and the rest of them. They are not responsible for the 
predicament they find themselves in. 

When you fix these quotas and only cut the production slightly, 10 
percent, knowing that they have exceeded their quotas 20 percent, last 
year, that involves a payment of a subsidy which could have been 
avoided. Is that not right? ‘The farmer receives a subsidy on his 
production. 

Mr. Morsg. That is correct. 

The CuarrmaNn. You do that for the sugar producers and that is 
the only agricultural commodity in this country that receives that; is 
that not true? 

Mr. Morss. I believe you would find that in some of the other 
commodities the operation of the law has gone beyond the situation 
with respect to sugar. 

You spoke of wheat. If wheat had been cut back in line and in 
recognition of the wheat stocks it would have been cut far below the 
55 million acres which is the minimum set in the law. 

The Cuatrman. I am willing to admit and agree with you that had 
the quotas been imposed on wheat back in 1951 and 1952 and 1953 we 
would not have been in that shape. But you are losing sight of the 
fact that the wheat farmer and the cotton farmer and all others were 
urged to produce ey. No quotas were imposed on them. 
The cotton farmer was asked to produce 16 million bales of cotton, 
because our economy was tied in with the wheels of war. We did not 
know until July 27, 1953, when there was a cessation of hostilities in 
Korea, that our entire situation had changed internationally over- 


night. 

The wheat crop was planted in 1953. And the cotton crop had been 
planted. They had to be harvested. 

You did this with regard to sugar in the good year of 1955, when we 
had no Korea, and the world situation definitely is different from what 
it was in 1953, when we got into our trouble. 

Mr. Morse. The sugar quotas have been set in line with the known 
and permitted market for sugar. There is no question that if the 
mainland sugar farmers are allowed to produce 2,300,000 tons of 
sugar—there is no question whatever that they can sell that sugar. 

The CxarrMan. y; certainly not. 

Mr. Morsr. Therefore, the quotas were set at that level based on 
average production per acre. at is not true when you turn to wheat 
and other crops, ere is no assured known market in those cases. 

The Caamrman. Of course, we all know when you fix these quotas 
and they stay within the quotas they would have a market here in 
America for the sugar. In wheat it is entirely different. 
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Mr. Morsz. Yes, sir; that is to us a very significant point. It is the 
reason why we would feel that you have to look at sugar within the 
framework of the markets that exist. It is an import rather than an 
export commodity. 

The Cuarrman. You believe that the farmer shold live under the 
law of supply and demand, I assume, that is what we hear from the 
Department constantly—you want to repeal this whole business! 

Mr. Morse. As far as I know, we have never advocated that. 

The Carman. To live under the law of supply and demand for 
agriculture. 

Mr. Mors. As being the way in which we would proceed. We cer- 
tainly believe that the type of economic development that has made 
this country great should be continued, but we also recognize that in 
the case of sugar and in the case of other agricultural commodities 
there should be steps taken which 

The Cuarmman. What steps taken? The wheat farmer has com- 
plied with the law. 

Mr. Morse. We have never advocated the abandonment of price 
supports. We advocate price supports. 

The Cuarrman. At 76 percent of parity. 

Mr. Morse. It is a matter of judgment and degree and what is good 
for the American farmer. That is what we are trying to advocate, 
sir. 

The Cuatrman. I have one other question. This price support for 
wheat was offered to the wheat farmer in the hope that he would vote 
for acreage allotments and marketing quotas, is that not true? 

Mr. Morsz. No. 

The Cuarrman. That is the only inducement that was given to him. 

Mr. Morse. No, sir. The price support of wheat at 76 percent is 
that which is called for by the law, and that 76 percent—— 

The Cuarrman. All right, called for by the law. This Sugar Act 
calls upon you to reduce this acreage when you see that the acreage 
being give out is producing toomuch. You did not do it, but you did it 
on the wheat farmer. You gave him only 75 to 76 percent to induce 
him to impose upon himself quotas and acreage allotments. 

What I am complaining about is that you have not treated the pro- 
ducers of the basic commodities with the same degree of mercy that 
you have treated the producers of sugar. 

Mr. Morse. Mr, Chairman, I would be glad to answer that in the 
record, if I may. 

The Cuarman. I wish you would and let Mr. Benson join in and 
help you. 

Mr. Morse. Yes, sir. [Laughter.] We would like very much to 
supply that in the record, because I would think, sir, that the record, 
when we supply it, will show that there has been even more consider- 
ation for some other crops. Part of it is written into the laws. 

(The information to be supplied is as follows :) 

We do not feel that a direct comparison can or should be made between 
programs affecting commodities which are on an import basis as compared with 
commodities such as wheat and cotton which are normally export crops. Never- 
theless we believe that the record is clear that this administration has always 
given sympathetic consideration to all segments of American agriculture. We 
have operated the various programs in a practical manner, taking into con- 


sideration the applicable legislation as it affects the different crops in dif- 
ferent ways. Actually, there are many instances where the Department has 
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gone far beyond the requirements of the legislation to provide maximum assist- 
ance to producers. 

1. In the administration of the support programs we have tried to provide 
safeguards to assure producers an opportunity to obtain the support level. Wit- 
ness our storage guaranty programs, our purchases of bins, our reseal programs, 
and our special tax amortization programs. We have even made loans on 
wheat stored on the ground. 

2. In the development of the acreage allotment levels we have sought to cushion 
the impact of the adjustment required by law upon the welfare of the American 
producer. The various ways this has been done for the producers of basic 
commodities is illustrated by the following: 

(a) For the 1954 crop of wheat we recommended legislation which the Con- 
gress approved and this enabled us to provide an allotment of 62 million acres 
as compared with an allotment of 55 million acres as required under the law 
then existing. 

(b) For the 1954 crop of cotton we received approval and provided an in- 
crease Of 3 million acres over the then-existing statutory requirements. 

(c) For the 1955 rice crop the President signed into law and thus provided 
an increase in allotments amounting to about 4 percent over the amount previ- 
ously announced for the 1955 crop. 

(d) For the 1955 peanut crop we provided producers an increase of 7% per- 
cent in the marketing quota in order to assure consumers an adequate supply 
of peanuts and at the same time benefit peanut growers. 

(e) The 1955 corn acreage allotment was established at a level 8 percent 
higher than the 1954 acreage allotment. 

3. To help move agricultural surpluses, this administration recommeded 
and Congress enacted Public Law 480, the Agricultural Trade Development and 
Assistance Act of 1954. We are giving vigorous administration to the legislation 
which is proving to be of immeasurable benefit to United States producers of all 
surplus commodities. As of June 21, 1955, programs under title I involving sales 
for foreign currency had been developed for surplus commodities costing $433.2 
million. A percentage breakdown of commodities covered by these programs 
shows wheat at 27 percent; feed grains, 8 percent; rice, 5 percent; cotton, 40 
percent; tobacco, 13 percent; dairy products, 1 percent; and vegetable oils, 6 
percent. 

4, To these accomplishments should be added the drought-relief program, and 
among others the program under which we have already negotiated contracts to 
barter over $250 million of surplus commodities for strategic materials. 

Against this background let us review our actions with respect to sugar. 

The Sugar Act prescribes the conditions under which production controls are 
put into effect. Under that act, proportionate shares (acreage allotments) must 
be set at a level which will enable an area to fill its marketing quota and 
provide a normal carryover inventory. 

Restrictive proportionate shares were put into effect in the mainland cane 
sugar area for the 1954 crop after the large 1953 crop had added substantially 
to the normal carryover. These controls were continued for the 1955 crop of 
mainland cane sugar. Controls were also imposed on the 1955 crop of domestic 
beet sugar. It appears that restrictions will be needed also for the next crop of 
both cane and beet sugar. 

In the mainland areas, proportionate shares are established in terms of acreage. 
Accordingly, in arriving at a national acreage objective, the effects of such fac- 
tors as yields and weather must be considered. In general, the sugar-production 
objective is translated into acreage by use of average yields adjusted for trend. 
Determinations must be issued for each crop before the previous crop has been 
harvested and its size and yields definitely determined. 

In the mainland cane area, the effective inventory at the beginning of 1953 
was 176,000 tons of sugar or slightly more than for the 5-year period 1948-52. By 
the end of that year as the result of a large 630,000-ton crop, effective inventories 
were approximately 130,000 tons above the 5-year average. In view of the 
developing inventory situation and crop prospects, restrictive proportionate 
shares were established in August 1958 for the 1954 crop. Acres for sugar and 
seed, which in 1953 had totaled 346,000 dropped to 306,000 under the operation 
of the program, even though the acreage objective had been set at 320,000. 
Despite the reduction of 40,000 acres, sugar production was 610,000 tons, or al- 
most as large as in 1953. The practically constant production from reduced 
acreage is attributable to excellent growing conditions resulting in a yield of 
2.15 tons of sugar per harvested acre as compared with 1.94 tons in 1953 and a 
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5-year average (1949-53) of 1.76 tons. In 1955, the objective was further re- 
duced to 294,000 acres for sugar and seed and is currently estimated to be 281,000 
acres. 

In the domestic beet sugar area, restrictions were imposed this year for the 
first time since the war. At the end of 1954, after a larger than usual crop, 
effective inventories were about 220,000 tons, or 16 percent above the 5-year 
average (1948-53). Production during that 5-year period had averaged 1.7 mil- 
lion tons or 100,000 tons below the marketing quota. Proportionate share acreage 
was set at 850,000 acres as compared with plantings of 934,000 acres in 1954 
and a 5-year average (1949-53) of 848,000. It is estimated actual plantings are 
808,000 acres. Yields were 2.1 tons of sugar per planted acre in 1954 and also 
for the 5-year period 1950-54. 

The following pertinent carryover and consumption data indicate the relative 
problems involved for wheat and cotton as compared with sugarcane and beets. 
Note also that all of the sugar carryover is in private hands. 


Estimated accumulated surpluses 
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The relative prices received during the past 10 years for cotton and wheat 
as compared with sugar beets and sugarcane are as follows: 


Prices received as a percent of modernized parity 1945-54 
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We believe that an objective review of the facts will show that we have always 
acted in the best interest of American agriculture and impartially as between 
crops and various enterprises within the limits of the various laws. 

Mr. Horr. I have been somewhat surprised this morning at the 
ann which our distinguished chairman has made of the Sugar 

ct. 

The Cuarrman. Not of the act. (Laughter.J The act is all right. 

Mr. Horr. I beg the chairman’s pardon. I think he has criticized 
the act, because he has referred to the fact that the Sugar Act im- 
posed a greater regimentation on farmers than any other agricultural 
act, on the theory that that was something that was very, very bad. 
He talked about enormous subsidies to the sugar producers, implying 
that they are greater than those given producers of any other agri- 
cultural commodity, which I do not believe to be the fact. 

I know that my distinguished chairman at previous times has spoken 
very highly of the Sugar Act. That is the reason I am surprised that 
he has expressed himself in this manner on this occasion. 

Of course, if any of us want to attack tobacco legislation—I do 
not want to—but there is not a single agricultural program that could 
not be attacked in a similar way in which the gentleman from North 
Carolina, the chairman, has attacked the sugar program. 

I am not going to do it, because I think our chairman believes, and 
I believe, that the icultural producers of this country ouglit to 
stand together instead of attacking each other’s programs. 

The mMAN, Will the gentleman yield for one observation? 

Mr. Horr. Yes. 
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The Cxarrman. The gentleman will recall that Mr. Myers was the 
first witness. I complimented him as one of the best administrators 
the Government had ever had. I said that this program had worked 
so well and so successfully and satisfactorily that the housewife was 
not even aware of the fact that we had a program. 

I have not attacked the program. I am complaining because the 
program has not been pressed down on the domestic producers of 
sugar like it has been pressed down on your own wheat producers in 
Kansas. 

Mr. Horr. I will let the record stand for itself as to what the gentle- 
man said, whether he attacked the program or not. 

Mr. Betcner. The gentleman from Kansas said that he was sur- 
prised at the attack the chairman made on the Sugar Act. I have 
been just a little bit surprised that the chairman and the gentleman 
from Texas would inject partisan politics into this committee when 
they are the two gentlemen that claimed more than any other members 
that partisan politics never enter into the deliberations of this 
committee. 

The Cuatrman. I mentioned Mr. Benson’s name. I did not bring 
in any polities. 

Mr. Poaer. I was entirely nonpartisan. I named Mr. Benson and 
Senator Holland, and I had not heard of Senator Holland running on 
the Republican ticket. Maybe he is going to. [Laughter.] 

Mr. Betcuer. When Mr. Brannan was Secretary of Agriculture, I 
was a member of this committee, and I never did usurp the time of 
this committee to make a speech against Mr. Brannan when he was 
Secretary, because I thought that the witnesses that came before this 
committee came for the purpose of giving us information and not 
giving the committee members an opportunity to make a political 
speech against witnesses that were brought here. 

The Cuarrman. I received the information that I was seeking. If 
you are complaining because I received it, you will have an oppor- 
tunity later. 

Mr. Hors. I refuse to yield any further. [{ Laughter. } 

Mr. Morse, as I understand it, the Department took action on the 
first occasion possible when the sugar surplus developed and put into 
effect the provisions of the act which would reduce the production and 
bring it into normal focus; am I correct in that? 

Mr. Morse. That is my understanding, Congressman Hope. The 
Administrator, Mr. Myers, has testified we are reluctant to move as 
promptly as we might otherwise and as far as we might otherwise 
when we know that we have a very abnormal weather factor contrib- 
uting to some accumulation of stocks. That was the case in the sugar- 
cane areas. Otherwise what you have said is correct; we have tried 
to move as soon as we saw the situation developing. 

Mr. Horz. You are required under the law to take into considera- 
tion weather conditions; are you not? 

Mr. Morss. Yes, sir. 

Mr. Hors. So that whatever surpluses might develop, so far as do- 
mestic or continental sugar production is concerned, have developed 
in a perfectly natural way, and in the operation of the law as it stands 
on the books today ? 

Mr. Morss. Yes, sir. 
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Mr. Horr. The efforts that have been made to bring about an ad- 
justment have utilized to the full extent the provisions of the law as it 
stands on the books; is that correct? 

Mr. Morsz. Yes, sir; that is the case. As we have testified, taking 
into consideration that we must always allow for adverse weather as 
against that which has been favorable and which has brought about 
the accumulation of the major part of the stocks. 

Mr. Hops. I yield to the gentleman from Colorado. 

Mr. Huw. Mr. Morse, I had a question or two that I would like to 
ask you. It surprised me a little while ago—I was taken completely 
off balance. Could you explain to me how you could take a surplus 
product like tobacco—I have supported every tobacco program that 
has been on the floor, not a single vote against it—can you take a 
surplus product like tobacco and compare that program to a beet 
program and a sugarcane program that we never have produced over 
50 poncent of our normal use in the United States—explain that to 
me!’ Those two programs cannot be alike. 

Mr. Morse. I cannot, Mr. Congressman. Sugar and wool are 
notable examples of import crops. Against that we have great ex- 
port crops in wheat and cotton and tobacco. 

Mr. Hitt. You mean, we have to sell the excess of these crops.in 
world markets. In other words, we cannot possibly sell it in this 
country ; is that correct—by export—you mean that ? 

Mr. Morse. That is the situation. 

Mr. Hitt. What is the situation on sugar? 

Mr. Morse. As you know, we are producing in the domestic areas— 
that takes in Hawaii, a heavy producer, and Puerto Rico, a heavy 
producer—about 55 percent of what this market consumes. The rest 
we have to import. 

Mr. Hitt. What would we get if we just took the continental pro- 
duction within the United States, in other words, sugar beets and 
sugarcane—if we had to produce all of the sugar that we use in the 
United States, what percent would that be? 

Mr. Morse. About 30 percent. 

Mr. Hitz. How can you compare a program for sugar, then, with a 
program for tobacco? That is the question I am interested in. 

Mr. Stmpson. It is cancerous. 

Mr. Hr. Do not get into that, because you get us into more trouble. 

Let me tell my good chairman here who takes delight in needling 
every Agriculture executive that appears—I mean he does not mean 
any harm—he just wants to make it tough for you; let me ask this 
question, does he know that it was a Colorado Senator, a Democrat, 
and if my memory is correct—sometimes it is a little faulty, no better 
than some of the rest of you—that it was a Texan, and Democrat, and 
they got together, and it was called the Costigan-Jones Act. And 
there was a terrific battle on sugar. I am taking about sugarcane 
and sugar beets, when they tried to work out a sugar program. Is 
that correct ? 

Mr. Morss. I believe that is correct, sir. 

Mr. Hux. They, the Democrats, have always supported this Sugar 
Act. I do not like this idea of coming along and saying that we pay 
a lot of money out of the Treasury for the Manas Act. You do not 
pay one single dime—period, is that correct—I mean over and above 
what you collect? Let us get it straight. 
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The CuHatrmMan. Let me answer that question. 

Mr. Hitx. No. [Laughter.} Sometimes our good chairman flicks 
us off with the tip of his finger. Let Mr. Morse answer that question. 

Mr. Morse. You are very correct. As Mr. Myers testified yester- 
day the collections were $82 million and the expenditures $64 million. 
So there was money left in the Treasury. 

Mr. Hitz. Do not let anybody get off to one side, prancing around 
on the outside of the ball field; let us keep them right inside. That 
is with all of the expenses of administration included? 

Mr. Myers. The administrative expense would be about $1,500,000 
in addition to the $64 million payment, but it would stiil be 65 
versus 82. 

Mr. Hinz. That is what you made on the Sugar Act. Let us get 
back to the tax. 

I hesitate to read some of the statements out of the record that 
some of my friends who are talking about, made in 1951. 

This tax that we have levied on sugar—that they call a tax—we 
admit, let us admit that it is a tax, I think if I went out of here and 
got my lunch somewhere and they did not charge me a tax, I am sure 
it would give me indigestion. If you check the table in the record, 
that is the one I have, you will find that sugar has remained on a more 
even koa in price than any other comparable food product. Is that 
correct ? 

Mr. Morsp. That is my understanding; yes, sir. The Sugar Act 
has had very effective administration and the consumer has had 
reasonable prices. 

Mr. Hutu. The good chairman himself—and I mean good from 
every standpoint [laughter ]|—said a while ago that. this was a good 
act. Is that correct? 

Mr. Morse. We consider it such. When I referred to “good admin- 
istration” I was not dating that to just the last few years. The record 
that you speak of goes beyond that. 

Mr. Hitz. You said this change you are talking about, what you 
are advocating, which continuously has been regarded by the domestic 
sugar industry as a temporary rather than a permanent one—that is 
true—I appreciate the little correction in the law that you wish made. 
On page 145 of the hearings changing the Sugar Act of 1948 held in 
July 1951, I read—and I am doing this to get this into the record 
because we are going to get so much im the record this morning that 
I have a little doubt about the purpose behind it, so I would like to 
read it, 

This report— 
now let us see who is talking—page 145, Mr. Kemp is talking— 
is reported on the bill that became the 1948 Sugar Act this committee said— 


us. Let us see what was said. Do you know, it is a good thing to 
know what you said yesterday, but it is a fine thing to have a good 
forgetter. Some of my friends have excellent ones, They improve 
with age. This was a Democratic Congress, I might tell our dear 
friends. I am for it. All right, let us read it. I might tell the 
online I have some statements he made that I would like to 
oller, too. , 
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The committee believes that it should be made abundantly clear— 
that is clear as it was the day before yesterday— 


that the distribution of the American sugar market among the producers of the 
United States and foreign countries and the provisions for the establishment of 
quotas for the ensuing 5 years on the basis provided for in the bill is not intended 
to establish and should not be construed as establishing a permanent production 
and distribution pattern nor as waiving American producers’ rights to such 
portion of the American market as they can supply at the conclusion of the 
5-year period covered by the bill. 

That is in our own committee report, and, to me, that makes 100 
percent sense in 1951, and it still makes 100 percent sense in 1955. 

All of this talk we have been hearing this morning bothers me, when 
we only produce, at the limit, 55 percent of all of the sugar we con- 
sume in the United States. So all of these statements, about sugar 
comparable to wheat and comparable to any other surplus crop, have 
no bearing whatver on the sugar program. 

Mr. Morsez. I would agree, because certainly sugar is a commodity 
that is set apart in many ways from other items. 

Mr. Hitz. One other question, and then I will close. 

I notice on page 9 of your statement you mentioned International 
Sugar Agreement. 

Mr. Morse. Yes, sir. 

Mr. Hitt. In that International Sugar Agreement, do we have any- 
thing that we are bound by regarding the quota production of sugar- 
cane or beets? 

Mr. Morse. I spent considerable time in London when the Inter- 
national Sugar Agreement was being negotiated. We made it clear 
to the other nations that our Sugar Act and its operations would 
need to be exempted, because it was the law of the country. The agree- 
ment is not applicable to sugar produced in the domestic sugar areas. 

The reference here is in connection with foreign suppliers and the 
need for some adjustments in import quotas for certain countries to 
keep imports from such countries in compliance with our undertak- 
ing under the International Sugar Agreement. 

Mr. Hix. That was the introduction to my next question, which 
is this: 

If we are going to be kind and of assistance to our foreign sup- 
pliers—and no one believes more firmly in that than I—then we should 
ask them in periods like this where we have overproduction, to assist 
in the world market to curtail their acreage of sugarcane production, 
also; is that correct ? 

Mr. Morsg. That is one of the objectives, and occupied a major part 
of the negotiations for the International Sugar Agreement. 

Mr. Hitz. That is all. 

Mr. Hors. I will yield to Mr. Dixon. 

Mr. Drxon. I would like to ask Mr. Myers a question first. 

You say that you base the quotas on what you assume to be the 
average yield ? 

Mr. Myers. That is correct. 

Mr. Drxon. And you predicted the future in terms of the past? 

Mr. Myers. In terms of the past, recognizing an upward trend. 

Mr. Drxon. If we could get permission, would you not like to sub- 
mit for the record statistics to show that prediction was based on an 
average ? 











AMENDMENTS TO SUGAR ACT OF 1948 69 


Mr. Myers. I should be delighted to supply it for the record, if 
you care for it, the basis upon which we did calculate it. 
~ Mr. Drxon. I shall ask permission to have you do that. 

Mr. Myers. Very well. 

Mr. Drxon. It appears that the average has been construed to be 
just 1 favorable year. It is about like one of our directors of the 
canal company out in our desert, where he said they had not had a 
normal year of precipitation in 50 years. [Laughter. | 

Mr. Drxon. That seems to me to be the center of the argument 
of what is an average. That would, in a way, support or not sup- 
port your estimate of the yield. You affirm, do you, that you have 
shown no leniency to the sugar growers in this prediction of a quota? 

Mr. Myers. I hesitate to say that we show no leniency. I think 
you cannot administer these laws without some degree o x wera 
for the man that is getting hit by them. We do try to avoid making 
unnecessary cuts in acreage and production. 

Mr. Drxon. But you based it on the best scientific estimate you 
could base it upon; is that correct ? 

Mr. Myers. That is correct. 

Frequently, these problems have a way of working themselves out. 
You will get a bad weather condition one place or another. You will 
get a deficit. ‘There are quite a number of things that can come along. 

Mr. Drxon. That has to be based on statistics and everything else? 

Mr. Myers. That is correct. 

Mr. Dixon. Now, Mr. Morse, in your testimony you say that the 
second purpose of the Sugar Act is to maintain a healthy and com- 
petitive domestic sugar A in 

Is this sugar industry at the present time healthy and competitive, 
the domestic sugar industry ? 

Mr. Morse. We would feel that it is, and will continue to be, if 
given an opportunity to grow with the domestic economy. 

Mr. Drxon. Well, that “if” changes your answer. If it does not 
continue to grow with the domestic economy, and our population 
growth, then it is not in a healthy condition; is that right? 

Mr. Morse. That would be correct, and it is why we are testifying 
in favor of some relief. 

Mr. Drxon. If it has a lid placed upon it through these rigid re- 
strictions which my colleagues on the committee would have enforced 
to the mth degree, and Cuba has no such restrictions, as far as the 
increased consumption in the United States is concerned, then our 
domestic industry is not in a competitive position. 

Mr. Morse. That is true, when you look at the rigid quotas that are 
imposed on the domestic industry. 

Mr. Drxon. Furthermore, then our industry is not in a healthy 
condition because it is not in a competitive condition or position. 

Mr. Morse. To that extent, that would certainly be true, sir. 

Mr. Drxon. I yield my time back to Mr. Hope. 

Mr. Horr. Mr. McIntire asked me to yield to him. 

Mr. McIntire. Two short questions, if I may. Perhaps the infor- 
mation might well be supplied for the record. That would be satis- 
factory, if you wish to do that, Mr. Morse. 

But, on page 10 of your testimony—you might refer to it—refer- 
ence is made there to the processing tax on sugar, refundable on suger 
used for livestock feed, or for the distillation of alcohol. 





70 AMENDMENTS TO SUGAR ACT OF 1948 


Is that a limitation on the sugar industry in relation to its research 
for uses other than nonfood uses and other than the two uses which 
are referred to in the act? Should the act be broadened in the respect 
that the sugar industry may find uses other than the two stated, and 
provided the sugar which might go into industrial or other nonfood 
uses in excess of these two items would be put on a refundable basis 
also. 

Mr. Myers. I might say, Mr. McIntire, that we took up exactly that 

uestion with the industry starting last summer, in anticipation of 
the renewal of the act. I asked them specifically to look at the prob- 
lem of what we might call low-order uses, these industrial uses to which 
you are referring, and raised the question : 

Should section 212 of the act, which is referred to here, be broadened so as to 
exclude from quota restrictions sugar going into those industrial uses as well as 
into livestock feed and alcohol? 

It was studied very carefully by the industry. The answer was that 
they would prefer to have section 212 remain as it is. They cited as 
the reason that the domestic industry is spending a good deal of money 
developing new industrial uses for sugar, for the benefit of the domes- 
tic industry, and they feel that they have some new uses coming along 
that can utilize normally food-priced sugar as a raw material. They 
felt therefore, since the domestic industry is paying for that research, 
developing those outlets, that it showld be the one to benefit, whereas 
if the exemption were broadened the benefits would go inevitably to 
world sugar. 

Mr. McIntire. One other question. 

Mr. Morse, in relation to the testimony of Mr. Holland yesterday— 
I do not know whether you have a copy of it before you or not—but 
on page 5 of his testimony there is a paragraph which reads: 

The Department does not recommend an increase in the Philippine quota at 
this time. The Department believes, however, as is indicated in its report on 
H. R. 5406, that consideration should be given to allowing the Philippines to 
share in increased consumption when sugar legislation is next amended, and 
after sugar from the Philippines begins to pay a tariff. . 

Is the Department of Agriculture in accord with that recommen- 
dation on the part of Mr. Holland ? 

Mr. Morse. We have not taken up the question of the foreign sup- 
pliers because we have felt that the State Shaiioennd was in the best 
position to make recommendations to the committee. 

The State Department confers with the Sugar Branch on any 
questions or information that might help them in their work in devel- 
oping these determinations. 

Mr. McIntrre. Thank you. 

The Cuamman. Mr. Morse, I would like to ask you one or two 
questions, and then I will yield to Mr. Poage, of Texas. 

Mr. Hill read to you an excerpt from our report, and it seems to 
me that the language he read clearly indicates that we intended this 
act to remain in effect until the 5-year period had expired, because, 
as it says, “at the conclusion of the 5-year period covered by the bill,” 
it indicates that it was not to be considered as establishing a permanent 
production and distribution pattern. It indicates that the act should 
remain in force until the 5-year period had expired. 

One other thing. 
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At the top of page 4 of your statement you have this language: 


Because of the lateness with which enactment of the bill would occur, we 
do not, however, think it advisable that the bill be made effective as of last 
January, but rather, recommend that it become effective January 1, 1956. 

This committee has been meeting here since January and it is now 
July. When did you make your first recommendation to this com- 
mittee asking for a change in the sugar law? It has been within the 
last week, has it not ? 

Mr. Morsr. Yes, sir, but with the full knowledge that legislation 
would be introduced, and further in full knowledge of the fact that 
this legislation was introduced by a number of Members in the House, 
and by a bill in the Senate. 

The Cuarrman. All right. 

Notwithstanding the fact that these diligent Congressmen from the 
beet-growing areas introduced bills almost immediately after Con- 
gress convened, and month after month has passed, neither you nor 
Mr. Benson made any recommendation, and now apparently this 
statement attempts to put the blame on this committee. 

I do not reeall that even now either you or Mr. Benson have asked 
his committee to convene for the purpose of changing the law. I 
do not want this committee to be blamed. I have been ready to have 
these hearings any week. I know Mr. Boggs, from Louisiana, and 
Mr. Willis, and Mrs. Knutson, and Dr. Dixon, perhaps, and others, 
have been eager to have the hearings. I have not deliberately delayed 
the hearings. I have said that I was ready when the administration 
was ready. The hearings were not called, in the hope an agreement 
would be reached with regard to the changes in the law, as was the 
case the last time this law was rewritten. We went out with unani- 
mous agreement. 

You have come now with recommendations which are agreeable to 
you and to the State Department, but apparently they are not agree- 
able to Louisiana and to Florida and to the beet areas. 

You say it is not too late. The crop has not been harvested. If 
this is a good recommendation you are making—and I am not saying 
that it is er or bad—I think you made an effort to compromise and 
compose the differences existing between all of the different segments 
of the sugar industry, but you practically admit that Louisiana needs 
relief, and you are proposing relief—delayed relief—for Louisiana 
and these other areas in 1956, but you propose no relief for them this 
year other than to take off this 100,000 tons and sell it. 

1 am just summing this up. If what you say now is good, why 
did you not bring it here in January, and not wait until July, and 
then complain about the lateness / 

Mr. Morse. Mr. Chairman, I would certainly not want that section 
or any other section of the statement to be read as critical of the 
committee. In fact, the contrary was intended. 

The Cuarrman. I do not suggest it to be that way. I think you 
are a very fair man, and a fair-minded man. I do not think that you 
intended it that way, but I am afraid that somebody would interpret 
your statement as meaning that this committee has been dragging its 
feet and that we have not been on the job and we have not considered 
the legislation. 
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I knew the minute we started this hearing that we were going to 
have a controversy, and I see now controversy developing. I hope 
we can compose the differences. I hope we can afford some relief. 

What I said about the sugar program a minute ago I would say 
again—I think it operates better and more successfully, perhaps, than 
any other program we have had, because I tried it out the other day. 
i tried it out on an audience of consumers. I said: 

“Does anybody in this audience know anything about the sugar 
program? If so, hold up your hands.” 

They did not hold up their hands. They did not know that we had 
a program. 

We havea program. It has worked well. 

I want to say to my friend Billy Hill, over here, you give my tobacco 
people about 10 percent of the tax we pay in, or 1 percent of the tax 
we pay in, and we can be subsidized. 

We do not get a nickel of our tax back. You get much of yours 
back. 

The whole thing was designed for that purpose. 

I do want to make it clear that this committee has been diligent 
about this subject, and the very minute that it came to my attention 
that perhaps some area of agreement had been reached, 1 scheduled 
hearings. I do not know of anyone who could have done any more 
than Mr. Willis and Mr. Boggs to bring this thing to a showdown, in 
the hope that they might get relief. They are not getting any imme- 
diate relief. You are holding out hope to them in 1956—a little hope 
to get rid of 100,000 tons in 1955. I do not know whether or not they 
are satisfied with this bill, we will know as soon as we have an oppor- 
tunity to hear them testify. 

Mr. Morse. May I ask that this lapse of time does not evidence any 
lack of hard work and long, extended discussions and meetings. I 
would like to pay tribute to the industry and the industry representa- 
tives as to the way that they have worked together and with the De- 
partment, in an effort to reconcile any differences that might exist. 

We certainly do not want to be in the position of suggesting that 
the committee has lacked diligence in not getting this on the calendar 
earlier. We have been trying to accomplish in advance some of the 
work that otherwise might have made the work of the committee 
more difficult. 

Mr. Horr. Will you yield? 

The CrHarrMan. Yes. 

Mr. Horr. I do not think that the chairman has intended to criticize 
the Department for any lack of diligence in this matter. I would like 
to ask if you were requested to make a report on this bill, and if so, 
when, and if you did make a report on it? 

The Cuamman. The record will show. 

I requested the report on sugar legislation on April 8, 1955, from 
the Departments of Agriculture, State, and Interior. 

I would like to observe that the former chairman, who has served 
on this committee much longer than I, knows that when the Depart- 
ment of Agriculture wants legislation it sends up an executive com- 
munication which is transmitted by the Speaker of the House to 
this committee. I have this session introduced numerous bills at the 
request of the Department, but I have not been requested by the 
Department to introduce a sugar bill at this session. 
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Mr. Myers. May I answer this point? I have forgotten the exact 
date. I think you requested a report in April, if 1 remember cor- 
rectly. And I must say that, due to old time bureaucrats, it has not 
been prepared. At long last, it has gotten to Mr. Morse’s desk, and 
he will receive it when he gets back to his desk. 

The Cuarrman. When you receive it, will you please send it to us? 

I am not complaining. I knew when I asked for the report that 
the question involved all sorts of controversy. I was not foolish 
enough to believe that you would be able to prepare the report within 
2 or 3 weeks. I did not complain about that. I did not renew my 
request. I was interested that you were making a diligent effort to 
reach an agreement. 

Mr. Morse. Yes, sir. 

The Cuarrman. I am not complaining about it. I just want to 
mention the fact that I do not want the committee blamed. Mr. 
Myers is frank enough to say that we have not yet received the 
report. Iam not fussing about it at all. 

Mr. Morsg. We appreciate the patience. 

Mr. Horr. I do not think there has been any unusual delay. 

The Cuarrmman. Perhaps you have not read the papers. 

Mr. Hors. Let us put it this way: I do not believe anybody has any 
legitimate reason for complaining very much. 

Mr. Poage. I do not want to prolong the discussion of who is to 
blame for anything, but having brought a lot of these things in here, 
2 lot of people have expressed great surprise here that anybody should 
even think that there was any semblance of difference of opinion with 
the way we treat sugar and the way we treat some other crops. I 
want to disclaim any effort to inject any partisan politics into any of 
the discussion this morning. 

I named two individuals; one of them was a Republican, one of them 
was a Democrat. I repeat that both of those two individuals have 
gane all over this country deploring the trend toward regimentation, 
expressing great sympathy with the farmer who has been so regi- 
mented, and his freedom taken away from him by the doles from the 
(rovernment, the Government handouts, the Government taking away 
the energy, the freedom, the rights, and the ambition of our farmers 
by paying them subsidies. I was just a little surprised not to find 
these two individuals turn up among the leaders of the effort. to try 
to free the sugar growers from any kind of regimentation. Instead 
hea seem willing for sugar producers to take these wicked 
Subdsi1ales, 

Of course, I understand, as I said, that there cannot be the kind of 
regimentation in this bill that was suggested, because I just know, 
Mr. Belcher—I am not talking politics—that the great Democratic 
Senator from the great sugar-growing State who has been so con- 
cerned about what he calls the evil of giving farmers 90 percent 
supports on any of the basic crops, and about how wicked it was to 
control the production of cotton and of wheat, and the great Secretary 
of Agriculture who has been equally concerned—I have heard him time 
and time again express that concern—I am just sure that they could 
not possibly be supporting a proposition, even though it might be 
beneficial to some of the growers in the States of Florida and in Utah— 
| am just sure that they could not possibly be supporting a thing 
that would so take from farmers their liberties and their freedoms. 

65704—55 6 
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And there is no politics in that when I am talking about gentlemen 
on both sides. ameheer.} 

The CHarrman. Will you answer that question, Mr. Morse? 
| Laughter. | 

Mr. Morse. Mr. Chairman 

Mr. Matruews. Mr. Chairman, the gentleman has mentioned the 
great State of Florida. I know he realizes that even though I have 
a profound admiration for my Senator, in this particular instance we 
have not voted alike. 

Mr. Poage. That is right; that is right. I am not trying to blame 
anybody except just to point out here there are people who come up 
here one day and are so concerned about the freedom of the farmer 
that we just must not do anything that will infringe upon that farm- 
er’s freedom, even though we are simply trying to take away his free- 
dom to go bankrupt, but it is all right—it is all right to take away the 
last vestige of freedom of that farmer if he happens to be from their 
State and if he happens to be growing a crop that they are interested 
in. 

Apparently these people who have made such touching speeches 
about the freedom of the farmer are perfectly satisfied to take away 
the last vestige of freedom, if he is growing beets or cane sugar. That 
is Just it. 

Mr. Morse. Mr. Chairman—— 

Mr. Dixon. The gentleman from Texas—I do not think he did it 
intentionally, but I think it was inadvertently—made the statement 
that our Secretary of Agriculture would wipe away all subsidies, in- 
ferring that he would do that entirely. 

Mr. Poace. I agree that our Secretary of Agriculture would give 
subsidies on sugar and on wool. I will agree that he is willing to give 
subsidies to farmers in your State. 

Mr. Dixon. And Mr. Morse asked if he might put on the record a 
statement of the Secretary of Agriculture so that he could state his 
own position. 

Mr. Poace. He has that permission. The chairman gave him that 
permission and asked him to do it. 

Mr. Drxon. I did not hear the permission given. 

Mr. Poace. He was not only given the permission, but invited to do 
so. 
Mr. Bevcuer. Are we operating under the 5-minute rule on 
speeches? His time has expired 1 minute ago. He has spoken 6 
minutes. 

Mr. Poage. So what? 

The Cuatrman. The regular order. Go ahead. 

Mr. Morse. Mr. Chairman, may I, before we go on from that, say 
that I am glad that we have had the opportunity to testify on this 
kind of legislation. We have testified on the Wool Act and some 
other acts, and this should be further evidence that we have not at any 
time advocated taking away price supports and other legislation that 
is good for the American fgarmer. We will continue to work for the 
best interests of the American farmer. 

The CuarrmMan. You mentioned the Wool Act. 

Mr. Poace. The Brannan Act, in sheep’s clothes. 

Mr. Morse. The Wool Act and other acts. We have been before 
you in connection with price supports. We have never as far as I 
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know, advocated taking away acreage allotments, all price supports, 
and other such items. We have been here testifying in favor of the 
type of programs that will be the best for the American farmer. 

’ Mr. Poage. The Department has been here a number of times testi- 
fying in behalf of the program to cut price supports down to three- 
quarters of the fair price. 

As to sugar, the thing I would like to know right now, Mr. Morse— 
probably, if I understand it, maybe we do not need to go any further. 
The chairman asked you at some length about whether you had the 
authority at the present time to give the relief to Louisiana and Flor- 
ida which is contemplated in the bill that you propose. As I under- 
stand it, that is to allow them to sell 100,000 tons of sugar, or for the 
Government to buy it, and the Government to sell it. 

I did understand that you said that you had that authority? 

Mr. Morse. We assume that we do, as long as the disposal would 
be abroad. 

Mr. Poace. That is all you contemplate doing with it, is it not? 
You do not in this bill contemplate doing anything else, do you? 

Mr. Morse. The bill does not run to the relief of the inventories. 
Our recommendations in regard to legislation are that the farmers 
would begin to participate in the growth of the sugar business in this 
country as of January 1, 1956. We do not have that authority, and 
that is the reason that legislation is asked for. 

Mr. Poagr. Do you not then recommend that you be given any 
authority to buy this 100,000 tons? 

Mr. Morsz. We are not here with such recommendation. 

Mr. Poage. In other words, the chairman was wrong, then, when 
he suggested that he understood that your bill contemplated, or your 
recommended bill contemplated, the removal of 100,000 tons of cane 
sugar this year, and also beet sugar ? 

Mr. Morse. We have said that we would undertake to give relief 
through the purchase of 100,000 tons. 

Mr. Poage. You will undertake that, regardless of what this com- 
mittee does or what Congress does? , 

Mr. Morse. May I put it this way: That in connection with this 
legislation we are saying to the committee and to the industry that 
we will consider that relief. 

And we assume in the meantime that Congress would be examining 
hw recommendations and carrying forward the enactment of legis- 
ation, 

Mr. Poaer. I asked you if we could understand that you would 
undertake to dispose of 100,000 tons of cane regardless of what this 
committee or what Congress does. You did not answer that question. 

Mr. Morse. I would have to say that I would not, no. I think that 
we would need to act in the light of the hearings and developments 
in Congress. I would not want to be held to that answer. That 
question, Mr. Congressman, has not come up previously. 

Mr. Poagr. I did not understand. But you do have the authority to 
do it regardless of what this Congress does, or what this committee 
com mene you were prohibited? Do you have the authority now to 
do that ¢ 

Mr. Morse. That is my understanding. 
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Mr. Poace. And if you feel that it is a good thing you can do it 
without any action on the part of this Congress ? 

Mr. Morss. That is my understanding, sir. 

Mr. Lovee. Will you yield to me? 

Mr. Poacer. Surely. 

Mr. Lovre. Who would pay for these 100,000 tons, Mr. Morse— 
would that come out of the appropriation of the Department of 
Agriculture ? 

Mr. Morse. It would come out presumably of funds that are avail- 
able, such as FOA funds. 

Mr. Loves. Then it would not show up in the charge against any 
of the farm programs in the Sugar Act; would it? 

Mr. Morse. That is my understanding, sir, that it would be in 
connection with the aid to friendly nations. We have been supplying 
sugar to various countries. 

Mr. Lovre. With your permission I would like to ask one more 

uestion. I believe you stated, Mr. Morse, that you do not read the 
Sugar Act as an international act, but rather solely a local act without 
any international implications whatsoever ? 

Mr. Morse. It is a law. It is not a treaty. Of course, we proceed 
in the light of that. 

Mr. Lover. So then in your opinion you would read it solely as local 
or national legislation ? 

Mr. Morse. You could not state that solely because of the very 
obvious interests we have in the countries that supply sugar to us. 
That situation certainly must be given consideration. 

Mr. Lover. The point I am coming to is this, it has been stated that 
if the proposed legislation is passed that we would be changing rules 


in the middle of the game. If we should i this legislation would 


we be changing the rules in the middle of the game, insofar as the 
Department of Agriculture is concerned, and the interpretation that 
you put on the Sugar Act? 

Mr. Morse. It would not be so because the testimony read in its 
full would be clear evidence of the fact that in a dynamic economy 
such as we have, change is inevitable. You heard testimony yesterday 
from the Bureau of Reclamation of the new land being brought in. 
The Government is putting settlers on that land. They would like 
to grow sugar beets. As those and other developments come along— 
I think in reading the record of the Congress—it would be clear that 
there is recognition that such developments may take place and that 
Congress might amend the law. 

Mr. Lover. Amendment would be no violation of the Sugar Act 
of 1948 or even the spirit of the act in your opinion? 

Mr. Morsz. That would be correct. 

Mr. Lovee. Thank you. 

Mr. —— What would it cost per pound to buy these 100,000 tons 
of sugar? 

Mir ieee I do not have that information. 

Mr. Myers. Around 8 cents a pound. 

Mr. Poace, What would it cost to buy the same amount of sugar 
in Cuba? 

Mr. Myrrs. Probably 414 cents. 

Mr. Poacr. The American sugar would cost you roughly twice 
as much as the Cuban sugar? 
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Mr. Myers. A little bit less than twice. 

Mr. PoaGe. Suppose you bought 100,000 tons of sugar in Cuba that 
would maintain the Cuban economy—you would not be doing violence 
to Cuba then. You would, in that manner, reduce the Cuban imports 
to the United States by that amount, and let these people from Loui- 
siana and Florida sell their 100,000 tons in the United States. Would 
you not accomplish aid to the American producer and the Cuban pro- 
ducer at about one-half of the cost, as if you bought this American 


sugar? 

Mr. Myers. The problem that you would get into, sir, is that the 
Cuban producer also likes to sell at the quota premium in the United 
States. He can get more money out of his sugar sold to the United 
States under quota than he can on sugar sold into the world market. 

Mr. Poace. You mean the Cuban-American price is not the 4% 
cents, but you are talking about trying to buy it at world price in 
Cuba then? 

Mr. Myers. That would be correct. 

Mr. Poagr. When you gave me that 414-cent price, that is not the 
price that the American buyers have to pay in Cuba? 

Mr. Myers. That is correct. 

Mr. Poagr. Therefore, you would not be talking about buying out of 
Cuba’s quota. I am talking about out of the Cuban quota or what- 
ever you call it. 

Mr. Myers. The price out of the Cuban quota, I do not recall off- 
hand. It would be a little difficult for me to figure it offhand. Asa 
guess, let me say 6 cents. That is just a pure guess. 

Mr. Poage. So you pay the Cuban quota price, and if you paid 
that you have done no harm to Cuba. You then move that 100,000 
tons of Cuban sugar to the distressed areas of the world. And you 
allow 100,000 tons of American sugar to move here. You would still 
save about one-third of your cost, not 50 percent, but one-third. 

Mr. Myers. Probably there would be some savings and some con- 
venience. 

Mr. Poacr. There would be a tremendous big saving on 100,000 
tons of sugar if you saved one-third of the price. 

Mr. Myers. I would have to do quite a bit of figuring to make that 
accurate. You would save the shipping cost from Cuba to the United 
States, the Cuban refining cost would probably be a little bit less than 
in the United States: There would be some internal shipping costs 
within this country that would beavoided. Just how much they would 
add up to I would hesitate to say. 

Mr. Poaeer. Well now, I realize our time is about gone. I wonder 
if the Department would not consider that proposition of trying to 
keep faith with Cuba, because as I read this report that has been read 
to us I read it differently from what I understand you read it. It 
says in so many words that we reserve the right to change this act at 
the expiration of this law which is 5 years, which is the last of 1956. 
That is what this report that Mr. Hill read to us said. We reserve 


the right to change at the oo of the time. I do not think 


we have any moral right to take away from somebody when we said 
we reserve the right to them, to change the date of the expiration. 
This is not the expiration of the time. You come along and say to 
us—you did not say it, but the Department of State said it yesterday— 
that, “We think it is morally wrong to lead people to believe we are 
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doing something and then to change, but we will do it just a little 
bit.” We will just do it part way. We will not go all the way. 

We will just take a part of what we can take. We will go into a 
house. You have a full set of dishes. We will only take half of 
them. We will only take part, then we will say we are not robbing 
your house. 

That is not the kind of morality I want to see. It seems to me that 
this kind of a plan that I have cm would keep faith with 
Cuba. I am talking about paying at the American price in Cuba. 

I mean their quota price. I think it would keep faith with Cuba 
and it would relieve the distress, at least, to the extent that you pro- 
pose to relieve it on the mainland cane. 

Mr. Morse. We are not undertaking to say, but that involves 
whether Congress would reserve the right to amend the laws which 
they pass. 

Mr. Poace. Certainly we have a legal right. Nobody has ever 
contended that we did not have a legal right to change the law, but 
IT heard Mr. Holland make a rather convincing argument yesterday 
that there was a moral obligation not to change at this time. Then 
you folks come along and say that we recognize some kind of an obli- 

ation, because we are not going all the way. We are just going to 
Ce half moral. We are not going to be all immoral. We will just. be 
half immoral. 

Mr. THompson. Let me address myself to the Chair. Is the De- 
partment of Agriculture coming back here again ? 

The CHatrMan. I am sure that they will be back later. The com- 
mittee will stand adjourned until 1:30 o’clock this afternoon. 


(Thereupon, at 12:10 p. m., the committee recessed to reconvene 
da 


at 1: 30 p. m. of the same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will be in order. 

The next person to be called is Mr. Thomas Heney, United States 
Cane Sugar Refiners Association. Is Mr. Heney in the room? 

Mr. Henry. Yes, sir. 

The Cuatrman. Could you give us an idea about how long it would 
take for you to present your statement ! 

Mr. Henry. About 10, 12, 15 minutes. 

The Cuarrman. All right. I do not know what the program will 
be in the House. We may have quorum calls and we may have slight 
interruptions. 

Mr. Ausert. When will Mr. Morse come back ? 

The Cuamman. Any time we call him. I am trying to accom- 
modate some of the out-of-town witnesses. Mr. Morse is willing to 
come back when the committee calls him. 

Mr. Heney, we will be glad to hear from you now. You may pro- 
ceed, sir. 


STATEMENT OF THOMAS HENEY, REPRESENTING THE UNITED 
STATES CANE SUGAR REFINERS ASSOCIATION 


Mr. Heney. Mr. Chairman, members of the committee, my name 
is Thomas T. Heney. Iam vice president of the National Sugar Re- 
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fining Co., and I appear today on behalf of the majority of the mem- 
bers of the United States Cane Sugar Refiners Association and the 
American Sugar Refining Co. 

These companies represent by far the greater part of the United 
States cane sugar refiners. They operate refineries at San Fran- 
cisco, Calif.; Galveston, Tex.; New Orleans, La.; Savannah, Ga.; 
Baltimore, Md.; Philadelphia, Pa.; New York, N. Y.; and Boston, 
Mass.—comprising 82 percent of the total cane sugar refining capac- 
ity in the United States. 

My testimony today is directed solely to the proposal te amend 
certain definitions in the Sugar Act which bears the committee imprint 
as set forth in the bill submitted to your committee on the first day 
of these hearings by the Department of Agriculture. 

These definitions, which are set forth in the first four sections of 
that proposed bill, would amend sections 101 (d) and 101 (e) of the 
act and would add a new section designated as 101 (n). 

We are in basic agreement with the addition of the new section 
101 (n). We beheve that sections 101 (d) and (e) should be amended, 
but we do not agree with the particular amendments proposed by 
the Department. 

As these definitions are somewhat technical in nature, the problem 
is better explained by starting with the background to this issue: 

Prior to the enactment of any sugar legislation, the continental 


refiners were free to buy as much raw sugar as they chose and wherever 
they chose. However, under the present act—and this will be surel 

true in future legislation—the continental refiners are in fact as much 
restricted by quotas as are = of the areas assigned a specific quota. 


The refiners’ quota is a residual one. Their raw sugar supplies are 
limited to the total quotas of the various cane-producing areas less 
the portions which such areas may supply in the form of refined sugar. 

The supply of raw sugar available to the United States cane refiners 
is thus reduced to the precise extent that any producing area refines 
its Own raw sugar. 

To preserve these raw sugar supplies under the quota system, and 
to prevent the destruction of the continental refining industry, Con- 
gress of necessity has established restrictions on the quantity of off- 
shore refined sugar which may enter continental United States. 

Any relaxation in these restrictions serves to cut back the raw sugar 
supplies available to the continental refiners. Having seven times 
previously considered sugar legislation, Congress has clearly recog- 
nized the equity and necessity of these restrictions. 

At the same time, these limitations on the importation of refined 
sugar protect the continental refiners and the domestic beet and cane 
processors, and the jobs of their workers, against an unchecked in- 
flux of refined sugar from offshore sources where wages and standards 
of living are lower. 

Now in order to enforce these provisions of the law, you must be 
able to recognize refined sugar when you see it. Accordingly, all of 
the Sugar Acts have included definitions of raw sugar and refined 
sugar—and as this committee knows, refined sugar is referred to in 
these acts as “direct consumption sugar.” 

I will use these terms somewhat interchangeably. 
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Before further considering these definitions, it might be useful 
at this point to explain what raw sugar and refined sugar are in every- 
day terms—aside from the definitions in the act. 

If I may depart momentarily from this printed text, this problem 
: of primary concern to cane sugar refiners and to those who supply 
them. 

Beet sugar is made in one continuous process from the beets to the 
refined stage. They don’t have raw beet sugar in this country. So 
when I say I represent 82 percent of the cane sugar refiners, I am 
speaking of the people who are primarily interested in this definition 
problem. 

Getting back to what raw sugar and refined sugar are in everyday 
terms—aside from the definitions in the act. After the stalks of the 
sugarcane plant have been cut in the fields, they are delivered to a raw 
sugar mill which extracts their juice by grinding the stalks between 
massive rollers. The juice is then filtered and boiled into coarse 
syrup-covered crystals which are known as raw sugar. 

This is the step that the beet processors do not have. 

This raw material, which is classed by the Food and Drug Adminis- 
tration as inedible, is then bagged and shipped overland or overseas 
to cane sugar refiners. The refiner first melts it and then puts it 
through various mechanical and chemical filtration processes. It is 
finally crystallized in huge vacuum pans to produce, under closely con- 
trolled sanitary conditions, the refined sugar with which the housewife 
and industrial user are familiar. 

This refined sugar is a pure chemical compound of hydrogen, 
oxygen, and carbon, known as sucrose. Raw sugar consists of approxi- 
mately 96 to 98 percent sucrose, whereas the refined sugar on your 
breakfast table is 99.9 percent pure sucrose. 

While the percentage difference may not seem great, the removal of 
these impurities changes inedible raw sugar into edible pure refined 
sugar. 

In the sugar trade and in the Sugar Act, these percentages are 
expressed in terms of what is called polarization because they are gen- 
erally determined, in the case of dry sugar, by an instrument known as 
a polariscope. When we say that some sugar “polarizes” or “tests 
96°,” we mean that it is composed of approximately 96 percent 
sucrose. 

Up until a few years ago, almost all raw sugar polarized in the range 
of 96° to 98° and raised no problems in the administration of the act. 
But within the last few years some raw sugar mills have produced raw 
sugars testing as high as 99°, and in occasional cases even higher. 

This poses a question in the administration of the act. Is this high 
testing sugar to be classed as raw or refined sugar under the law? 

Since the first sugar act and carried down to today, the classic test 
for distinguishing between raw and refined has been whether the sugar 
was to be further refined or improved in quality. Ifthe sugar is to be 
further refined, it is raw sugar by definition. 

If it is not to be further refined, it is direct consumption a. 

Now this obviously requires that we know the meaning of “further 
refined.” But no act has defined that term. Until about 2 mtg ago, 
the absence of this definition presented no particular problem. But 
when some offshore producers began to produce at, apa and higher 
testing sugars, the entry as raw sugar of such partially refined sugars 
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tended to defeat the quota restrictions on direct consumption sugar. It 
then became clear that the proper administration of this aspect of the 
law requires that the distinction between raw and refined sugars be 
clearly drawn. 

When it appeared last year that amendment of the Sugar Act might 
be on the 1955 legislative calendar, the Department of Agriculture 
called a meeting of representatives of the industry to consider various 
technical problems in the language and administration of the act. 

As a result of this meeting, Mr. Lawrence Myers, as Mr. Morse 
told you this morning, in September appointed an industry task force 
to examine definitions and other subjects. 

The question of definition was found to be a particularly difficult 
one, and after several meetings, a subcommittee was appointed in 
hopes of reconciling the widely varying viewpoints, which as I have 
indicated were not participated in by the beet growers or processors 
because they had no particular interest at that time. 

The subcommittee recommended several proposed definitions, which 
were subsequently submitted to the Department as a part of the task 
force report, with a statement indicating the positions of those task 
force members who differed with them and there were a great many. 

A copy of the subcommittee’s recommendations is attached to this 
statement. 

The bill presented to this committee by the Department incorpo- 
rates some of these recommendations, but not all of them. 

The refineries whom I represent today feel that all of them should 
be adopted. The differences between the task force report and the 
Department’s proposals are these—and we approve some of their pro- 
posals. First, since the test of what is ray sugar depends on whether 
the sugar is to be further refined, the question of what constitutes 
further refining must also be defined. We agree with that part of the 
Department’s proposals which would give the Department authority 
and certain standards to determine whether sugar in any given case 
has been further refined within the meaning of the act. 

The Department has also recommended that a legislative standard 
be established to distinguish raw from refined sugar and proposes 
that dry sugar which polarizes or tests more than an unspecified num- 
ber of degrees—and the committee print bill has a blank where the 
number of those degrees is to be inserted—that the sugar polarizes 
over that unspecified number of degrees—shall by that very fact be 
deemed to be refined sugar. 

We also agree that such a standard is desirable provided that is set 
at a proper figure which we shall discuss further in a few moments. 

But the Department also proposes that liquid sugar, the total sugar 
content of which is more than an unspecified percent, shall be classed 
as refined or direct-consumption sugar. 

I say unspecified because they have there again left a blank for this 
committee’s consideration. 

We do not believe this is practicable. As a technical matter, the 
polarization of dry sugar is readily determined within reasonably 
accurate limits by the instrument known as the polariscope. 

But for technical reasons, which I will not attempt to explain, the 
polariscope.does not provide a reliable guide to the sucrose content of 
liquid sugar. This is readily acknowledged. There is no dispute on 
this point as a technical matter. 
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And the technicians of all of the refineries whom I represent here 
today do not believe that there is any practicable test for determining 
the total sugar content of liquid sugar within the range of accu- 
racy which would be required for the purposes of this particular 
determination. 

It is true that under the present law, total sugars content is used to 
distinguish low-grade liquid sugar from molasses, but we do not be- 
lieve that accuracy at that end of the scale is sufficiently important to 
take issue with the use of this method for that purpose. 

We feel otherwise as to the use of a method subject to such inaccu- 
racy as the basis for distinguishing between raw and direct-consump- 
tion sugar, because this is a much more important subject. 

After struggling for several months in an effort to find a practicable 
accurate test to determine the total sugars content of liquid sugar, the 
subcommittee’s technicians decided it was not feasible to determine 
whether liquid sugar fell on one side of the line or the other. 

The subcommittee accordingly concluded that the entry of liquid 
sugar could be controlled as a practical matter only by quantitative 
quotas. Inasmuch as the offshore domestic areas are not now import- 
ing and have never imported liquid sugar into the continental United 
States, the subcommittee felt that consistent with the principle inher- 
ent in the quota system of maintaining a status quo, no liquid sugar 
should be imported except that presently allowed to Cuba, Santo Do- 
mingo, and the British West Indies under section 208 of the act. 

Such an amendment would not affect any present operations of the 
domestic offshore areas and would maintain the status quo under a 
quota system which equally restricts the operations of continental 
refiners. 

Finally, on the question of where the dividing line should be: The 
majority of the refiners on the task force agreed that 98.5° constituted 
a reasonable standard to serve as the line separating raw from refined 
sugar. And we are frank to say this was a compromise figure. 

Exception was taken in some quarters to the 98.5° figure because it 
was felt that sugar that tested 98.5° when it left offshore areas might 
test above that figure when it reached the United States because of 
technical changes which affect the sugar in transit. 

Accordingly it was contended that a protective margin would be 
necessary and that a polarization of 98.8° should be used so you would 
have a protective margin for these changes. Those of us who believed 
in 98.5° pointed out that this same margin argument could be raised 
for any arbitrary figure. No matter what figure you use you will have 
this risk of changes. 

We cite as a classic example of that the fact that the English Gov- 
ernment has for years used an upper limit of 98° for certain tariff pur- 
pots with a heavy penalty for exceeding it. Raw sugar producers, 
snowing that the figure is firm, meet it. 

As I have noted, the task force report did not receive the unanimous 
support of all segments and members of the sugar industry. But if 
such unanimity were required, there might well be no Sugar Act. 

In its very nature, restrictive legislation establishing a quota system 
requires a multitude of compromises, concessions and sacrifices, both 
for its enactment and operation. 

It is doubtful that any single area or group under any of the Sugar 
Acts has received exactly what it would have liked. 
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We believe that these amendments set forth in the task force report 
are a fair and workable adjustment of the difficult problems of these 
definitions. They recognize the practical problems of differentiat- 
ing between raw and refined sugar, and present a sure, clear guide for 
the administration of quotas. They leave to refiners the actual re- 
fining of raw sugar. 

The Cuarrman. We thank you very much, Mr. Heney. 

Are there any questions? 

I should like to ask you one question or make one observation. 

The refiners are controlled and subject to quotas under this present 
sugar law, are they not? 

Mr. Henry. There is no specific quota recited as such in the law. 

The Cuatrrman. You are indirectly controlled, because only so much 
may be refined compared to domestic ? 

Mr. Henry. We are directly controlled, because we are limited in 
buying raw sugar to the amounts set forth in the law. 

The Carman. Yes. 

Dr. Fernés has a question. 

Dr. Frernés-Isern. Besides the small amounts Puerto Rico, Hawaii, 
and Cuba may refine, who else can refine sugar for consumption in 
the United States? 

Mr. Henry. Sugar for consumption in the United States, sir, is re- 
fined by the beet processors and by the continental refineries, and there 
are also direct consumption quotas as you are, of course, aware. 

Dr. Frrnés-Isern. I was addressing myself to cane sugar. 

Besides the amounts that Puerto Rico and Cuba may send in as 
direct-consumption sugar—and Hawaii naturally does not send any 
because they refine it in California—who refines all the sugar that is 
consumed in the United States ? 

Mr. Henry. The people who should refine it, in our view, are the 
continental cane refiners. 

Dr. Fernoés-Isern. And except for the deductions you would make 
from the total consumption in the amounts that Puerto Rico and Cuba 
and Hawaii may refine, the whole market is supplied by cane sugar 
refined on the mainland, and you call that a quota. How could you 
refine more if you have no market ? 

Mr. Henry. Well, we are not concerned with refining more. We 
want to preserve our existing status, and since this system of balances 
limits the sources from which we can purchase raw sugar to those par- 
ticular areas and in those particular amounts set forth in the law, we 
want to preserve that source of supply because we have given up 
some other things, and we don’t want to give that one up. We get 
some protection, and we give some things up. I think to answer that, 
sir, one point ought to be made clear. 

The direct consumption quotas are a part of the overall quotas of 
each area that has a direct consumption quota. In the case of Puerto 
Rico, for instance, the total quota being 1,080,000 tons, only one-hun- 
dred-and-twenty-six-thousand-plus tons of that may come in as direct 
consumption sugar. ‘To the extent that you take away from the total 
quota some part of it for refining, you deprive us of the historic source 
of the raw sugar that we have always had. 

And to that extent we don’t want to see these definitions set forth 
in such a way that partially refined offshore sugar can come in. 
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Dr. Frrn6s-Isern. Would you pardon me there? The question 
does not seem to me to be the source. Wherever you get your raw 
sugar to refine, you are limited by the estimate of the Secre as 
to how much you can refine. You are limited by the estimate which 
simply means limited by consumption. 

Except for the amounts that may be beet sugar and the amounts 
that may be refined—and they are very small—outside continental 
United States. 

In other words which is, as you are saying, that you are limited 
in the amount you refine by the market, isn’t that clear ? 

Mr. Henry. Your argument is clear but I don’t agree with it. We 
are limited by the act itself. We have in effect just as real a quota 
as any other area and because this quota is imposed upon us by this 
act, which we favor, we think we have to be protected in being able 
to buy from the sources provided in the act when they are our historic 
sources. 

The Cuatrman. May I interrupt you? 

Mr. Henry. Yes. 

The Cuarrman. In the event the recommendations of the Depart- 
ment of Agriculture are finally approved and the growth formula 
is changed to the 55-45 basis, that in itself would naturally result 
in your having more sugar to refine, wouldn’t it, assuming’ that the 
domestic producers meet the enlarged quotas ? 

Mr. Henry. Well, if there is more demand, we would participate 
in the increased consumption in the country. 

at we are concerned about in these definitions, Mr. Chairman, 
is that the pattern of the law having been established by whatever 
pattern Congress sets, then the difference between raw and refined 
sugar should be clearly defined so that sugar partially refined offshore 
does not come in as raw sugar. 

We want to see that whatever the Congress does is carried out. 

The Cuarrman. You have gone away from my question. I am as- 
suming that the technicalities will be taken care of and taken into 
consideration, but assuming that to be true, if Louisiana cane-sugar 
quotas are increased, that means that you and those whom you repre- 
sent will have more sugar available to refine. 

Mr. Henry. Yes, sir. All the domestic areas will have more; but 
we won’t have any more to refine. 

The Cuarmman. All the areas will have more. 

What the doctor is concerned about is the small amount he is per- 
mitted to refine in Puerto Rico. 

Dr. Frernés-Isern. Yes. 

The Cuatrman. You are permitted to refine a small amount of 
the quotas. 

Dr. Frrnés-Isern. Regardless of the fact that the amount of con- 
sumption has increased and even our own quota has increased we are 
still refining the same amount. 

The CuarrmMan. You are not permitted to increase your refining 
and those increases of consumption that come in as raw sugar from 
foreign countries, coming from Puerto Rico and from Hawaii are 
to be refined in the mainland so the mainland refiners have been 
increasing their sources of supply while the other figures have re- 
mained unchanged. 
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You agree that if we increase domestic quotas for domestic pro- 
ducers we will thereby to the same extent increase the refining. 

Dr. Fernés-Isern. And also any increases that you may get from 
the growth formula, the 45 percent from foreign countries will come 
in here and that also increases the mainland refining capacity. 

Mr. Henry. May I correct my statement? 

The CxatrMan. Yes. 

Mr. Henry. The bills before you propose a 45~-55-percent formula 
as distinguished from the present structure of the act. Under the 
present structure of the act 96 percent of any increase in consumption 
goes to Cuba and the refiners accordingly increase their share of that 
market. But if you enact a 55-45-percent formula, with which we 
are not quarreling, the refiners’ share will not increase. It will be 
reduced to that extent because 55 percent of what would have been 
their share will now be assigned to the beet and mainland cane areas. 

May I just say, sir, that I am not really prepared to speak on this 
issue of direct consumption of sugar. 

I have not been euthbeined by the refiners whom I represent to do 
so. 
The Cuarrman. I do not follow your logic. It occurs to me that 
what we give to the domestic producers in the way of increased quotas 
we must take away from somebody. 

That will be taken away from Cuba. When you take away from 
Cuba, we will say, a hundred thousand tons and give it to domestic 
producers, that hundred thousand tons will be refined here in this 
country. 

Would that same hundred thousand tons coming in from Cuba 
likewise be refined here? 

Mr. Henry. When you take it away from Cuba by and large, 
you take it away from the continental refiners. 

The Caamman. You do? 

Mr. Henezy. Yes, sir. 

The Cuatrman. Then you would not increase your capacity or your 
quota if we did increase the domestic production of sugar here? 

Mr. Henry. Because when you say domestic production of sugar, 
Mr. Chairman, you are referring, I believe, to mainland cane and 
mainland beet. 

The Carman. That is right. 

Mr. Henry. The refiners refine offshore raw sugars. 

The Caamman. What? 

Mr. Henry. The refiners refine offshore raw sugars. 

The Carman. Also. That is right. In other words, Dr. Fernés- 
Isern, people are only permitted to refine finally a small portion of 
their quota that comes into this market. 

Your companies refine the rest of it; is that right? 

Mr. Henry. That’s right. Except that our companies buy from 
Cuba as well as Puerto Rico. 

The Cuarrman. Does it make any difference to your people whether 
or not we increase the domestic production of sugar? 

_Mr. Henry. I am in a difficult position. I can speak for the Na- 
tional Sugar Refining Co., but I cannot speak for all of this 82 percent 
of capacity whom I represent to discuss the definitions in the act. 

_The Cuarrman. I am not trying to have you reflect anybody else’s 
views. I am asking as an actual fact. Under the law, would the 
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increase of domestic production result in your increased refining ca- 
pacity or quota ? 

Mr. Henry. No, sir. 

The Caamman. Somebody has to refine it. You are not going to 
take that extra production and send it out of the country to have it 
refined ? 

Mr. Henry. When you say “increased domestic production,” I 
have to know just what you mean. I understand it to be mainland 
cane and mainland beet. 

The Cuamrman. That is all we have. If we increase that.and give 
Louisiana and Florida and these other areas an increased quota and 
enlarge that participation in this market, it seems to me that you 
will naturally benefit. 

Mr. Henry. That does not give the cane sugar refiners any ad- 
vantage. In fact on a commercial basis if you increase the beet quota, 
it takes business away from the mainland cane refiners. We are not 
objecting to that, but my company is all I can speak for. 

The CuHarrMAN. The beet sugar must be refined and it is refined 
out in the area where it is produced. 

Mr. Henry. Yes, sir. 

But when you say refining beet sugar, that is not our business. We 
are cane sugar refiners. 

The CuairMAN, Confine it to Florida and Louisiana cane. We in- 
crease that quota a hundred thousand tons. You will refine that 
sugar, will you not? 

Mr. Heney. Some of that will be refined by cane sugar refiners 
whom I represent. 

The CHarrman. Who will do the other? All that is received will 
be refined by American refiners, will it not? 

Mr. Heney. Yes, sir. 

The CuarrmaNn. All right. If we increase the refined sugar com- 
ing in from Puerto Rico, that would adversely affect your production, 
would it not ? 

Mr. Henry. That is correct. 

The CHatrman. That is the thing that Dr. Fernés-Isern has in 
mind that his people should be permitted to refine a greater portion of 
their sugar; is not that right, Dr. Fernés-Isern ¢ 

Dr. Frern6és-Isern. I did not say that yet exactly, but that is the 
objective. The question is not whether the mainland refiners will 
have less sugar to refine. It is whether they will have so much more 
every year as total consumption increases, or they will grow more 
slowly; although they certainly will grow as consumption grows. 
There is no question oes it. The question now is, Who should have 
that growth? 

The CHatrMan. But you have not been permitted to grow in re- 
fining. 

Dr. Frernés-Isern. That is exactly the point. 

The Cuarrman. Mr. Hill? 

Mr. Hii. I have one question. I noticed in all your testimony you 
are talking about a section not included if I read correctly in H, R. 
5406 or if I read correctly, it would not include in our Sugar Act of 
1948. In other words it is not proposed in our bill that we are con- 
sidering here today. Are you familiar with that? 

Mr. Henry. Yes, sir; I am familiar with that. 





AMENDMENTS TO SUGAR ACT OF 1948 87 


Mr. Hux. There is no section in here on what you are speaking 
about. 

Mr. Henny. That is correct; there is not. 

Mr. Hirt. If I have the law handed to me by our solicitor, that was 
not included when we worked over the Sugar Act in 1948 either. So 
this whole matter that you are discussing is a matter that was brought 
into this bill by the Department of Agriculture itself; is that correct 
today ? 

Mr. Henry. That is correct, except to the extent that you do have 
in the present act, section 101 (d) and section 101(e) definitions of 
raw sugar and direct consumption or refined sugar they need to be 
amended. 

Mr. Hitt. You favor the amendments that are proposed by Assist- 
ant Secretary Morse? 

Mr. Henry. No, sir; we do not. 

Mr. Hitt. You favor most of them. You just have a little change 
that you want to make? 

Mr. Henry. We don’t consider them little changes. We consider 
the difference substantial. The changes we would propose are in 
the task force committee report which is attached to my statement 
which you have. 

Mr. Hit. So there are several substantial changes in the bill as 
proposed by the Secretary of Agriculture and his assistants. 

Mr. Henry. That is correct. We do agree with his new section 
101 (n) but not with his amendments to 101 (d) and (e). 

Mr. Hix. You are not peoaty ing today at all on any matter con- 
cerning quotas to foreign countries ! 

Mr. HeneEy. No, sir. 

Mr. Hitz. Thank you. 

The CHatrMaANn. Thank you very much Mr, Heney. 

Mr. John W. Lowe, executive vice president of the Revere Sugar 
Refinery at Boston, Mass. How long will it take you, Mr. Lowe? 

Mr. Lowe. Five minutes. 

The CHArRMAN. You may proceed, sir. 


STATEMENT OF JOHN W. LOWE, REPRESENTING REVERE SUGAR 
REFINERY, CHARLESTOWN, MASS. 


Mr. Lowe. We are appearing in opposition to the limitation on 
polarization of raw sugar which has been proposed by the Depart- 
ment of Agriculture and the task force of the industry. I think the 
simplest thing I could do is read a letter dated April 29 which I 
wrote to Mr. Myers regarding this situation. I would like to read 
this letter if I may. 

The CHarrMAn. Yes, sir. 

Mr. Lowe. It is a half page. 


Our company is opposed to the limitation on polarization of raw sugar which 
was submitted on May 4 by the task force. Polarization, in our opinion, is not 
the true test as to whether sugar is raw or direct consumption. 

It is our contention that the definitions of refining, contained in the task force 
report, namely, affination or defecation, Clarification, and purification by adsorp- 
tion or erystallization are adequate safeguards against the importation or 
shipment into the contintental United States of direct consumption sugar under 
the guise of raw sugar. 
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The creation of a polarization limitation on raw sugar would work a sub- 
stantial hardship on our overall refining operations. Nearly 25 years ago we 
equipped a fleet of steamships to handle bulk raw sugar, and made substantial 
investments at our refinery for handling raw sugar, and made substantial invest- 
ments at our refinery for handling raw sugar in bulk. The financial investment 
then made was predicated on the loading and discharging of large crystal raw 
sugar of high polarization and low moisture. 

It has been our experience that the original premises were sound from every 
standpoint. Our planning and investment was made prior to passage of any 
sugar legislation. We maintain that an investment is an operation which has 
proven to be sound over a generation, should not be imperiled or rendered less 
efficient by a definition which we think is unnecessary. 

In recent years other refiners and raw sugar producers have adopted the 
general idea of bulk sugar as a progressive improvement for both raw and 
refined industry. 

We are strongly opposed to the limitation on polarization as proposed by the 
task force and the Department. 

The Cuarrman. Thank you very much, 

Mr. McIntire, do you want to ask a question ? 

Mr. McIntire. Mr. Lowe, I believe in the previous witness’ testi- 
mony reference was made to raw sugar being approximately 94 to 98 
percent sucrose and in the change of definitions, the amount of 98.5 
is used ; at what point does sugar change from being inedible over to 
edible ? 

What is the point at which it passes from where it cannot be used 
for direct consumption over to where it could be used for direct con- 
sumption ? 

Mr. Lowe. There isn’t any. Because the brown sugar which you 
today buy in 1-pound packages is only 85 polarization. 

Mr. McInrire. But how is that classified in relation to raw sugar 
or refined sugar? 

Mr. Lower. I don’t understand your question. 

Mr. McIntire. Well, to get back—and I appreciate that you don’t 
understand my question because you know more about the sugar indus- 
try than I do and I am trying to find out something—but this is all 
based on the raw sugar coming in for refining, isn’t it? 

Mr. Lowe. Right. 

Mr. McIntire. Raw sugar under the present usual concept is some- 
where in the neighborhood of 96 to 98 percent sucrose. Now in 
changing—and then there is some coming in or available to come in 
that is more highly refined and the problem administratively is a 
definition that fits this change in refining so that it can still be classi- 
fied either as raw sugar or as direct-consumption sugar. 

Now assuming that it was moved to 98.5, then that is simply a point 
at which you arrive and the relationship of whether it is edible or 
inedible is not involved in that. 

Mr. Lowe. None at all. 

The Cratrman. Mr. Anfuso. 

Mr. Anrvuso. Mr. Lowe, have you seen this complete print, which 
oy about raw sugar and the polarization of sugar, have you seen 
that? 


Mr. Lowe. I have that here, the committee print. 

Mr. Anruso. Are you able to testify or give any percentages with 
respect to those sections? 

Mr. Lowe. No, because they are left blank. 

The Cuarrman. Thank you very much. 
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The next witness is Frank L. Woolley, American Farm Bureau 
Federation. 

I suggest that Mr. Woolley not be interrupted during the presenta- 
tion of his statement. 

We have numerous other witnesses whom I am trying to accommo- 
date today. Mr. Woolley, if you will proceed with your statement 
we shall be glad to hear you now. 


STATEMENT OF FRANK K. WOOLLEY, LEGISLATIVE COUNSEL, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Woottey. We appreciate this opportunity to present our views 
on H. R. 5406 and similar bills to amend and extend the Sugar Act 
of 1948. 

As a general organization with member units in all 48 States and 
Puerto Rico, the Farm Bureau is interested in sugar legislation from 
many angles. 

Many of our members grow sugar beets or cane. In some areas our 
members are interested in sugar crops as a possible use for “diverted 
acres” or for use on new land that 1s being brought into production 
through reclamation or drainage projects. 

All of our members are directly or indirectly interested in the effect 
sugar legislation may have on international relations and our markets 
for export crops. 

Finally, we are interested as consumers and taxpayers. We have 
long supported the BrAneaplen of the present sugar program as a means 
of dealing with the problems peculiar to this industry. At the same 
time we have recognized that such a program must be reviewed and 
revised from time to time to take account of changing conditions. 

After a careful consideration of all relevant factors we have con- 
cluded that a need exists for new sugar legislation to become effective 
this year and that the objectives of H. R. 5406 and its identical 
companion bills are fair and reasonable. Therefore, we urge that one 
of these bills be approved and reported for passage substantially as 
introduced, 

Although the present Sugar Act is not scheduled to expire until 
December 31, 1956, there are compelling reasons why new sugar legis- 
lation should be enacted this year. Sugar from the crops that will 
be grown in 1956 will be marketed largely in 1957. 

Restrictive proportionate shares (the Sugar Act equivalent of mar- 
keting quotas) are now in effect on beets, mainland and Puerto Rican 
cane. Consequently, the Secretary of Agriculture will soon need in- 
formation with regard to the law that will be in effect in 1957 so that 
he can determine and allocate production quotas for the 1956 crop. 

Immediate action is also needed because some of our domestic areas 
have an urgent need for larger quotas. 

The mainland cane and beet areas and Puerto Rico all have sugar 
that cannot be marketed within their present quotas. 

The situation is particularly acute in the case of the mainland cane 
area. On January 1, 1955, this area had an effective inventory of 
403,000 tons in: comparison with its statutory quota of 500,000 tons. 

While approximately 150,000 tons. of this 403,000 is pipeline inven- 
tory the 250,000-ton exeess represents 50 percent of the 1956 mainland 
cane quota under the present law. It is an accumulation of carryover 
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sugar that has been produced for which there has not been and is not 
now a Sufficient quota to permit it being marketed. 

Despite two successive acreage cuts the 1955 production of main- 
land cane sugar may again exceed the area’s quota and thus increase 
the year-end carryover, to an even more burdensome level. The beet 
areas and Puerto Rico also need quota relief although their surpluses 
are smaller than that of the mainland cane area on a proportionate 
basis. 

Immediate congressional action is needed for another reason. Re- 
strictions on production to maintain price imposed by the Federal 
Government at the direction of the Congress has caused a drastic cut- 
back in the acreage devoted to wheat, cotton, and rice. These cuts are 
severely reducing farmers’ net income. The reduction in volume has 
increased unit costs. 

Farmers are unable to understand why they are being forced out 
of the produg¢tion of such export crops as cotton, wheat, and rice and 
at the same time are being denied by the Congress even a modest in- 
crease in the right to produce sugar, a crop which is in short supply 
here in the United States. 

Acreage controls on wheat, cotton, and rice are shifting the right to 
produce those crops from the United States to other countries. 

As the population of the United States increases, the right to supply 
sugar to that market is being denied to American farmers. Restric- 
tive allotments are now being imposed on domestic sugar producers. 

The record of the American Farm Bureau Federation favoring the 
expansion of world trade on a mutually advantageous basis among 
countries is well known to Congress. 

We recognize the importance of Cuba as a market for commodities 
produced by United States farmers. 

However, we cannot simultaneously cut the acreage devoted to the 
production of export crops and forego any participation in the expan- 
sion of the United States market for crops which are in short supply 
in the United States. 

It is an obvious fact that 100 percent of the finances involved in 
the production and marketing of sugar in the United States is spent 
for the products of labor, industry, and agriculture of the United 
States. 

The statutory quotas for the mainland cane and beet areas have 
remained unchanged since originally established in the Sugar Act of 
1948. In the meantime technological developments and improved 
farming methods have increased per acre sugar yield. 

On a per acre basis, the average 1954 perererce of sugar was 19.5 
percent above the 1943-47 average in the beet area and 33 percent 
above this pre-1948 act average in the mainland cane area. 

The acreage devoted to sugar beets and mainland cane has increased 
somewhat from the 1943-47 average, but has been reduced under the 
control program to less than the acreage that was harvested in 1947. 
It should be remembered, however, that the production of sugar crops 
was restricted during the war and early postwar years by a labor 
shortage and the need for increased supplies of other crops. 

Puerto Rico and Hawaii also have experienced increases in per 
acre yields and moderate increases in acreage as a result of techno- 
logical developments, improved practices, and an adjustment to post- 
war conditions. 
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Puerto Rico received an adjustment in its basic quota, effective in 
1953, and still found it necessary to accept production restrictions 
ahead of the mainland areas. 

The Puerto Rican situation presents a peculiar problem that de- 
serves special consideration. Section 3 of H. R. 5406 in effect says 
that Puerto Rico shall be permitted to refine only a very small addi- 
tional amount of direct consumption sugar. 

In 1930 import duties were placed on refined sugar to protect the 
continental domestic refining industry. 

Since that time there has been a great increase in consumption of 
sugar in the United States. As the quantity of sugar that Puerto 
Rico could market in the United States has increased, there has not 
been a comparable increase in their right to produce refined sugar. 

Puerto Rico is only asking and should be permitted to expand the 
amount of refined sugar that is shipped to the United States. 

Obviously this does not deduct from the continental domestic re- 
finers’ present share of the domestic market. 

The United States consumption of sugar has been increasing year 
by year. In 1948, the first year of the present program, we con- 
sumed 7.3 million tons of sugar. The initial estimate of 1955 require- 
ments, which was adjusted downward on the basis of price considera- 
tions set forth in the act, was 8.2 million tons. 

Final requirements for 1955 may well turn out to be as much as 8.4 
or even 8.5 million tons. 

Under the present law all increases in domestic consumption must 
be apportioned to foreign countries, primarily Cuba. 

In the early years of the present program domestic areas having 
surplus sugar sometimes received some relief through the reallocation 
of deficits occurring in other domestic areas although Cuba also shared 
in such reallocations. 

In addition a substantial quantity of overquota Puerto Rican sugar 
was purchased by the Government for foreign-aid purposes. These 
sources of relief are now closed. . 

We are now in a situation where all domestic areas are able to fill 
their statutory quotas. If the domestic sugar industry is to avoid 
further acreage cuts on a scale that would be ruinous to the producers 
in some areas, provision must be made for domestic producers to 
supply a part of the normal growth in the national demand for sugar. 

Emergency quota increases are needed to relieve the existing sur- 
plus conditions, and a growth formula is needed for the future. 

Under H. R. 5406 and similar bills the mainland cane and beet areas, 
Puerto Rico and the Virgin Islands would each be allocated moderate 
emergency increases in their respective quotas effective this year. 

These increases would not reduce the quotas that currently are in 
effect for Cuba and other foreign countries since they would come out 
of an expected increase in the Secretary of Agricultures estimate of 
domestic requirements for 1955. 

The specific increases to be allotted each of the four affected areas 
were carefully worked out in a long series of conferences sponsored 
by industry groups and the Farm Bureau. 

They represent a compromise that was reached in an effort both to 
take cognizance of the relative needs of the various areas and to hold 
the total of the emergency requests to a completely defensible level. 





92 AMENDMENTS TO SUGAR ACT OF 1948 


Under the proposed growth formula any further increase in do- 
mestic consumption above the 8,388,000 tons represented by the present 
national requirements estimate of 8,200,000 tons and the proposed 
emergency increases which total 188,000 tons is to be apportioned 55 
percent to domestic areas and 45 percent to Cuba and other foreign 
countries other than the Philippines. 

The proposed 55-45 division of future increases in consumption 
between domestic and foreign areas represents the approximate his- 
toric division of the United States sugar market that existed before 
enactment of the 1948 act. 

No emergency increase is proposed for Hawaii as it is anticipated 
that the growth formula will take care of that Territory’s needs. 

It seems to us to be entirely fair and reasonable to permit the do- 
mestic sugar industry to grow in proportion to the expansion of our 
total consumption of sugar. The proposed emergency quota increases 
are needed only because the domestic areas have been subject to fixed 
quotas for a number of years when conditions were changing. 

They are insufficient to bring about an immediate liquidation of 
existing sugar surpluses. They would, however, materially relieve the 
worst aspects of the situation and permit production restrictions to be 
set at a more tolerable level for the canal immediately ahead. 


Once we get out of the present situation the proposed growth 
formula should greatly reduce the possibility of further serious diffi- 
culties with surplus sugar. We, therefore, urge immediate action 
on the proposed legislation. 

We are opposed to any provision which would require sugar pro- 
ducers, as a condition of payment, to recognize labor unions as the 
bargaining agent for their workers or to bargain collectively with 


employees. 

Collective bargaining was established as a means of equalizing the 
bargaining power of employees with that of employers. No such need 
exists in agriculture, which remains primarily an industry of family 
farms. Collective bargaining in agriculture would result in domina- 
tion of farms by unions. 

Farmers are peculiarly vulnerable to the concerted activities of 
workers associated with collective bargaining. Most industrial plants 
an shut down for a week or a month without serious harm to the 
company, or even, in many instances, seriously affecting the annual 
arnings of the concern. 

The impact of a work stoppage is mitigated by filling orders from 
inventory or by meeting accumulated demand when work is resumed. 

But a farm cannot be “shut down.” Crops must be harvested on 
schedule. In many instances a work stoppage of a week or two during 
the harvest season (and this is the time they could be expected) would 
not only result in a net loss to the farmer for the year but in addition 
substantially impair his capital position. 

We are equally opposed to requiring compliance by sugar producers 
with the basic hourly rates established under the Fair Labor Stand- 
ards Act. 

Farm labor wages are fairly well established by industrial wages 
in nearby areas and through competition for workers. As you know 
fair wage determinations are now made by the USDA. 

The exemption of farm workers from coverage under the Fair 
Labor Standards Act is not resulting in unduly depressed wage rates 
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for such employees. This is indicated by the following comparison of 
farm prices and farm wages. Here you will see a table which I will 
not bother to read but which shows that the index of farm prices 
based on 1910-14 being 100, was in 1947, 276; in 1954 that index had 
gone down to 250. 

The index of farm wages based wpon exactly the same period of time 
1910—14 is a hundred, was 424 in 1947, and went up to a 508 in 1954. 

This is indicated by the following comparison : 


Index of Index of Index of Index of 
farm prices farm wages farm prices | farm wages 
1910-14=100 | 1910-14=100 1910-14=100 | 1910-14=100 


276 424 || 1951_-- 302 481 
287 | 445 |) 195% 288 508 
bal 250 430 || 1953- 258 517 
258 432 || 1954... ._. 250 | - 508 


To summarize briefly, 1954 farm wage rates were five times as high 
as in 1910-14, while farm prices were two and a half times as high 
as in 1910-14. 

Since 1947 farm prices have declined 9.4 percent but farm wages 
have increased 19.8 percent. 

In addition it should be noted that farm workers receive many 
perquisites not reflected in cash wage comparisons; second, living 
costs are substantially lower in rural areas; and, third, farmers must 
pay wages sufficient to prevent needed employees from being attracted 
to city employment. 

The regulations applicable to concerns covered by minimum wage 
and hour provisions of the act provide that eac h employer must 
maintain and permit inspection of the following records, some of 
which must be preserved for 3 years, some for 2 years: 

Name, address, date of birth and oce upation of each employee. 

Basis on which w ages are paid to each employee, i. e. so much per 
hour or other unit of work. 

Time work starts and stops each day for each employee. 

Hours worked each day and each week for each employee. 

Total amount earned for straight time each pay period for each 
employee. 

Total amount earned for overtime each pay period for each em- 
ployee. 

Date and value of any perquisites or other addition to wages paid 
each employee. 

Date and amount of any deductions made from wages paid each 
employee. 

Date on which each wage payment is made to each employee and 
amount, 

In addition, the regulations provide for additional extensive record 
keeping under certain conditions which are not entirely clear to an 
amateur in this field of administrative law, and which might or might 
not be applicable in the case of farm employment. 

We submit that the maintenance of such records for agricultural 
workers is wholly impractical and would represent a heavy cost bur- 
den. A farmer is a specialist in production. A successful farmer 
must have a knowledge of soil and water management; familiarity 
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with the latest scientific information relating to the efficient production 
of the particular crop and livestock commodities he produces; com- 
petence to deal with insect and disease conditions as they develop; 
skill in the maintenance of machinery and equipment, becoming more 
complex each year; judgment with respect to the wise use of credit 
for the purchase of machinery, fertilizer and other materials and 
the payment of labor costs; capacity to recruit, train, and supervise 
employees; familiarity with a growing complexity of State and Fed- 
eral regulations relating to workmen’s compensation, social security 
coverage and records, public health and housing regulations, market- 
ing regulations, et cetera; and competence in marketing the com- 
modities he produces. If he fails in any one of these skills, the 
chances that he will continue as a successful farmer are not bright. 

To now require, in addition, that a farmer maintain the records indi- 
cated above (and apparently they are all necessary if the records are 
to serve as the basis for demonstrating compliance with the law) and 
to require the farmer to understand the application of the law to a 
whole host of varying and complex circumstances, is to add to the skills 
and knowledge already required of successful farmers, the additional 
skills of the accountant and the attorney. 

Let’s briefly examine just a couple of the complexities which would 
be involved by the extension of the Fair Labor Standards Act on wages 
in agriculture. 

First is the question of perquisites. Farmworkers are normally 
furnished without charge such perquisites as housing, in many cases 
some or all of their meals, water, electricity, fuel, dairy or vegetable 
products, transportation, and other products or services of value. Cer- 
tainly these perquisites must be considered in determining compliance 
with minimum wage and hour legislation. This means that somebody 
would have to place a valuation of each perquisite and presumably 
that the Department of Labor would have to have authority to de- 
termine if the value assigned to a perquisite is or is not reasonable. It 
further means that in order to determine compliance with wage provi- 
sions of the act the farmer would be required to maintain detailed 
records of the amount, date, and value of the perquisites furnished 
each day to each worker, and to use such data each day to determine 
whether or not each worker was paid the minimum required by law. It 
takes no stretch of the imagination to envisage a detailed, compre- 
hensive, and complex prolification of administrative regulations deal- 
ing with this one subject alone, all of which the farmer would be 
supposed to know and observe. 

Another complex question is the application of minimum wage reg- 
ulations to piecework. The great majority of harvest operations in 
agriculture are paid for on a piecework basis. Because of wide varia- 
tions in the capacity of individuals this is the only equitable and effec- 
tive means of compensation. A skilled and ambitious worker may 
earn twice as much as an average worker. A slow, unskilled, less- 
ambitious or handicapped worker may often earn half as much as the 
average worker or even less. Presumably, the farmer would be re- 
quired to fix the piecework rate at such level that even the slowest 
and least productive worker could and would earn the required mini- 
mum wage requirement, which would mean that the fastest workers 
would earn 4 or 5 times the minimum, or more. 
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Alternatively, the farmer would have to make a supplemental pay- 
ment, computed and recorded each day, to workers who did not earn 
enough by the piecework method to equal the minimum wage estab- 
lished by the act. This supplemental payment could only be deter- 
mined after a determination for each such employee for each day of the 
value of perquisites provided the employee on such day. 

In either event a strong incentive would be established to “soldier” 
on the job. Due to the inherent difficulties involved in supervising 
farmworkers this would be impossible to prevent. For example, no 
degree of supervision can induce an employee in a cherry orchard 
to pick 300 pounds of cherries a day if he decides he is going to rely 
on the minimum wage guaranty and pick only 100 pounds a day. 

Piecework rates in agriculture often are variable, from farm to 
farm, from field to field, and from time to time, depending on the size, 
quality, and maturity of the product to be harvested, whether it is 
“first eae “last picking,” the price of the commodity, and the 
supply of labor. This would further complicate the recordkeeping 
required to demonstrate compliance with the law. 

Presumably if the worker worked more than 40 hours a week, the 
farmer would be required to halt all operations, collect and add up 
the number of units of work performed by each worker at straight- 
time rates, and calculate a new piecework basis equal to 114 times 
the regular rate (including perquisites) in order to establish a new 
piecework rate applicable to all work performed after the initial 
40 hours. 

Bonus payments for those who remain with the employer through 
a harvest season are common in agriculture. How are these to be 
handled in determining the regular rate upon which overtime pay is 
computed ? 

It takes no great stretch of the imagination to envisage the con- 
fusion resulting from the complex and comprehensive regulations 
that would be required to deal with the application of the law to piece- 
work practices, and the additional recordkeeping required to demon- 
strate compliance with the regulation and dealing with a hundred 
variations and special conditions, all of which the farmer would be 
supposed to know and observe. 

Another complicating factor is that farmers normally make sub- 
stantial shifts from time to time in the acreage devoted to various 
crops on their farms. In 1 year they may have a relatively large 
acreage of — with high-labor requirements. The next year they 
may have a relatively small acreage of such high-labor requirement 
crops, with the result that part of the time the farmer would be covered 
by the regulations and the rest of the time he would not. 

In many instances farmworkers consist of family groups, normally 
paid as a unit. Some of the members of the family group may only 
work a couple of hours, others may work half a day or more. Some 
members may put in an hour or so in the morning and return to work 
a couple of hours in the evening. Some members of the family may 
put in extra long hours. If minimum wage requirements were applied 
to agriculture this methtod of employment would be impossible. An 
individual work record would be needed for each member of the 
family, showing the time started and stopped, which might well be 
different for each member of a family group. One of the many inci- 
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dental questions involved would be how the value of perquisites should 

be prorated among members of the family in such cases? The time at 

which overtime pay started would in many instances be different for 

er members of the family, thus still further complicating record- 
eeping. 

The position announced by the Department of Agriculture on June 
8 as a proposed substitute for H. R. 5406 fails to adequately relieve 
the present surplus sugar situation. 

In effect, this proposal denies domestic growers any relief in 1955. 
Further, such relief as is provided in 1956 permits Cuba and other 
foreign countries to ship an additional 150,000 tons over the original 
consumption estimates of 1955 into the United States market without 
permitting domestic growers to participate in such expansion of the 
United States market. 

The proposal numbered item 5 in the press release of June 8 from 
the Department of Agriculture calling for 100,000 tons above present 
domestic fixed quotas for 1955 labeled “Special Relief” as orally elab- 
orated on by the Department does not provide any relief for 1955. 

The suggestion that 100,000 tons might be bought in domestic areas 
would only complicate a difficult situation. 

We are also opposed to a domestic purchase program for foreign 
aid when Cuban sugar can be bought for approximately one-half 
the cost of purchase in the United States and such purchase could 
be avoided by moving United States sugar into the domestic market. 

Second, purchase and exportation of domestically produced sugar 
would violate the international sugar agreement and finally, only 
by increasing quotas in 1955 will farmers receive direct acreage in- 
creases from any increased taking of sugar from the United States. 

To summarize: H. R. 5406 should be passed immediately because: 

(1) Domestic areas are being forced to carry over expensive in- 
ventories of sugar, mainly due to increased yields, at a time when 
this country is a deficit sugar producing area. 

(2) The consumption of sugar is increasing in the United States 
but such increased consumption is being met by production from 
foreign countries, mainly, Cuba. 

(3) The curtailment of production of traditional American ex- 
port crops and simultaneously the curtailment of the production of 
the domestic sugar crop is imposing an undue hardship on farmers 
in the United States. 

(4) The proposal of the administration to defer relief until 1956 
and only then on an unsatisfactory basis does not constitute adequate 
action on the part of the United States Government. 

(5) The amount of relief being requested for the domestic indus- 
tries is very modest and takes into account the United States interests 
in expanded foreign trade. 

I'd like to say this one further word before closing Mr. Chairman. 

It seems to me that there is general agreement among a number 
of people—I recognize there are those also who dissent from this 
position—but there seems to be general agreement that the domestic 
industry needs help. 

The question boils down to one of time. Should we do it in 1955 
or should we do it in 1956% I think this committee should be aware 
of the fact that there are areas in the United States where further 
delay in increasing quotas would further aggravate a problem of 
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financing the production of sugar crops which is becoming extremely 
acute. 

Many producers are liable to be forced out. We don’t think this 
committee wants to be in a position of saying to the American farmer 
who is interested in the production of sugar that the American market 
is going to be denied to him at the time when there is not any question 
but what he needs that market in order to continue in business. 

The opportunity of presenting the viewpoints of the American 
Farm Bureau Federation on the issues before this committee is appre- 
ciated. I thank you. 

The CuHarrman. Mr, Woolley, thank you very much for your state- 
ment, I would like to ask you 1 or 2 questions. 

The first is: You make this statement, “Farmers are unable to under- 
stand why they are being forced out in "the production of such export 
crops as cotton, wheat, and rice and at the same time are being denied 
by the Congress even a modest increase in the right to increase sugar. 

Where are any cotton farmers being forced out of the production of 
cotton whe want to go into the production of sugar? 

Mr. Woo.iey. They are being forced out in the production of cotton 
in Louisiana, in Mississippi. “They are being forced out of cotton 
throughout the entire Cotton Belt. 

The CHamrMAN. They are not being forced out. ‘They voted in a 
referendum to decide or they wanted to go out. 


Mr. Woo..try. Nevertheless they are being forced out. 

There has been a drastic reduction in the acreage devoted to the pro- 
duction of cotton as you well know, and simultaneous with the reduc- 
tion of acreage devoted to the production of cotton in the United 
States there has been an increase of some 20 million acres in the pro- 


duction of cotton in other countries. 

The Cuarrman. That brings me to this question. Here is another 
sentence from your statement : 

Acreage controls on wheat, cotton, and rice are shifting the right to produce 
those crops from the United States to other countries. 

Mr. Wootzey. That is correct. 

The CHarrman. So if I understand that statement, you, speaking 
for the Farm Bureau, go on record today as opposed to acreage con- 
trols on these crops ? 

Mr. Woottry. No; I am not saying that we are opposed to acreage 
controls, 

The Cuarman. What do you mean? If it is detrimental to the 
economy of our country and to the farmers themselves and you com- 
plain about the effect of acreage controls, the effect they are having, 
why do you want to continue them in operation? Why do you not 
want to abandon them ? 

Mr. Woottey. We don’t want to abandon them. I have tried to 
make my position and that of the American Farm Bureau position 
clear and apparently have failed. We are firm believers in the idea 
that you should have price support. We are not among those that say 

“No price support.” We believe in price support. 

The CHarrman. You just want weak ones ? 

Mr. Woottey. No; we want them to be strong enough so they will 
help the farmer to market his commodities. I would like to relate a 
meeting that took place in the Department of Agriculture and bring 





98 AMENDMENTS TO SUGAR ACT OF 1948 


out the point that we have been trying to make and have been unsuc- 
cessful with many people on the committee. 

We had a meeting in connection with the level of price support on 
soybeans. There were a group of peogte who advocated that—— 

The CHamman. Who were “we”? 

Mr. Woot.ey. The meeting was called in the Department of Agri- 
culture and a number of people from the Middle West wanted to 
insist upon having as high a price support on soybeans as they 
could get. 

I asked those people this question : 

I said, “If we don’t have any price support on soybeans, what will 
happen to the acreage that is planted to soybeans?” They said, “It 
will obviously go down.” I said, “If the acreage of soybeans that are 
planted goes down, how many bushels of soybeans will we produce?” 
They said, “Obviously we will produce less soybeans.” I said, “If we 
produce less soybeans, what will be the result of the market prices 
when the farmer markets his soybeans?” They said, “They will be 
higher.” I said, “That is what we are for. We never want to be 
caught in the position of being against the farmer getting the highest 
00 he can get in the market place and that is where he ultimately 
1as to get it.” 

The CHatrman. You are advocating the same thing that is being 
advocated in the Department today. If you have no controls and no 
acreage allotments, the farmers would voluntarily reduce acreage and 
that would bring the price up. 

Mr. Woottry. That is not right. 

The CHamman. I do not understand what you say, then. 

Mr. Woottry. We say it is the difference between a fixed price and 
a minimum price. 

The Cuamman. You mean that if you give him a good support at 
90 percent he will go overboard and produce too much. If you bring 
it down to 75, he will decrease his production ¢ 

Mr. Woottey. Let me put it this way. We know that under 90 
percent price support on wheat and cotton that we have built up 
surpluses of wheat and cotton. 

The CHatrman. And you know better than anybody that the 
quotas were not imposed and acreage allotments were not invoked. 

Mr. Wootiey. Not in time. I agree with that. We were opposed 
to them not being invoked. Rather than being opposed to controls 
we have this opinion about controls. Controls can only work to a 
limited extent and you have to let prices function to a considerable 
degree. If you try to place all of your weight on controls you are 
going to drive the farmer out of business. 

The Cuairman. Why do you not advocate the repeal of the sugar 
bill if you believe that statement? We have controls here from the 
time the plant is put into the ground until it is on a man’s table. 

You are speaking about a free agriculture all over the country. If 
you believe what you say about controls and price supports, why not 
advocate the repeal of all these subsidies of the domestic producers 
and abandon the program and let them go into the supply and demand 
and see what happens. I am as eager to protect these producers of 
sugarcane as you are. 

. Woottey. Let’s make a comparison that is appropriate. We 
believe, when a person is in pain and has to be operated on, it is im- 
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perative for him to be given a shot of dope to relieve the pain. We do 
not believe that because the dope relieved the pain at that time, he 
should continue to take dope until he is a dope addict. 

The Cuarrman. You think this sugar “stuff” is dope, then? 

Mr. Woottey. Oh, no. Let me make my point. The difference be- 
tween sugar, the difference between sugar, wheat, cotton, and rice is 
this: In the case of wheat, cotton, and rice, we have to have an export 
market. The farmers of America do not want their markets in for- 
eign countries lost. Now, in the case of sugar we don’t have any for- 
eign market for sugar. The only market we have is the domestic 
market, and we say that we should not price our export crops out of 
the market. 

We think that the traffic will bear the prices that are being charged 
in America for sugar. We think the Sugar Act has worked to the 
benefit of the growers and the consumers. However, we do not think 
that the rigid high-price support programs on wheat, cotton, and 
rice have worked to the benefit of the growers or the consumers, be- 
cause they are resulting in the loss of needed markets. 

The Cuarrman. You know the reason we have to export surplus— 
you admitted that—was because we did not invoke acreage allotments 
and marketing quotas. 

Mr. Woottey. That is a small part of it. 

The CuarrMan. You used your illustration of giving the anesthetic 
in diseussing the price-support program, but you are willing to dope 
up the sugar industry year after year. 

Mr. Woottey. We don’t think they are being doped up. 

The Cuarrman. Of course, they are. 

Mr. Woottrey. The Sugar Act enables the American producer to 
get a share of the domestic market. The 90-percent price-support 
program on wheat, rice, and cotton takes a share of the world market 
away from the producers of those crops. 

The Cuarrman. If we did not have a sugar program, Cuba could 
have sugar floating all over the country and put the local producer 
out of business, and the housewife would buy sugar much cheaper than 
she does now. 

Mr. Woottey. To a degree that is the case. 

The Cuarrman. You do not call this a support program for sugar ? 

Mr. Woottey. It has the effect of a price-support program. 

The Cuarrman. One of my friendly lobbyists said today it was a 
compliance payment. That payment is to induce them to comply. 
The price-support program of the wheatgrower and cottongrower is 
to induce him to comply and induce him to keep his acreage down. 
What is the difference ? 

Mr. Woottey. The Secretary is supposed to see that the price re- 
ceived by growers is sufficient to keep the grower in business. It 
does not say it in just those terms. It is a price-support program; it 
is indirect, but it is for a commodity for which we have a market, 
and we are not going to lose the market by the price on sugar. 

The Cuarmrman. Is sugar selling at 75 percent of parity or 90 per- 
cent or a hundred percent ? 

Mr. Wootiey. That does not concern me. The question is whether 
we are losing markets or not losing markets. 

The Cuamman. You said you are losing markets. 

Mr. Woottey. We are losing cotton, wheat, and rice markets. 
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The Cuatrman. We are maintaining our foreign markets in to- 
bacco. You know that we went through a war, and we had increased 
exports. 

Mr. WooLLEy. You are not happy about the picture, are you, with 
respect to exports on tobacco ¢ 

The CuatrMan. No. 

Mr. Wooutey. I am not. 

The Cuarrman. I am not happy about it. I am not happy with 
the program we have. If you had your way we would not have a 
program 30 days from now. 

Mr. Woottey. I don’t agree to that. All we would do in a program 
in cotton, tobacco, wheat, and any other commodity would be to set 
price support at a level that would help the farmer to market his com- 
modity in an orderly manner and get the benefit of the maximum 
market. If as we were working on this price we had the effect of 
cutting down on the market to such a point that it was raising the 
unit cost of the producers then we would say, “Wait a minute, we 
are making a mistake. We better get the price to the pomt where 
we are not losing our markets.” 

The CHarRMAN. Seventy-five percent of parity, if that will enable 
us to retain our markets you say that is where the figure should go? 

Mr. Woo.tey. No. 

The CuarrmMan. Or 8214? 

Mr. Woo.tey. No. 

The CHarrmMan. Seventy-three ? 

Mr. Woottzy. Would you permit me to put into the record the 
resolutions of the Farm Bureau? 

The CuarrmMan. We have those. 

Mr. Woouzey. I mean the ones that pertain to this very question 
that you are talking about. We don’t say that you ought to have 75 
percent on tobacco and 75 percent on cotton and 75 percent on peanuts. 
We say you ought to set the level at such a price that it will enable 
the farmer to get the highest possible real income and that income 
is derived of three things—volume times price, less cost. And if his 
volume gets too low or his costs get too high, he can go broke with 
a fancy price. That is the argument we have been trying to make 
and that is the thing we are trying to get across. 

The CHarrMAN, You would let the price support go low enough 
to enable the farmer to compete in the world markets. 

Mr. Woouttey. On those crops where the farmer wants to compete 
in the world market. 

The Cuarrman. All right. 

Mr. Woottey. If the American farmer in any commodity decides 
that he and his neighbors through a democratic process of voting 
want to so hold the price that they lose the market, that is their 
business. 

But we argue that it doesn’t make good sense for us to raise our 
unit cost by a lower production than can be fairly maintained in the 
United States. We could maintain most of our markets in the world 
with respect to cotton, wheat, and rice if we would compete for the 
market. 

The CuHarrMan. Do you, Mr. Woolley, or do you not, believe that 
a higher price support will result in decreased production ? 
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Mr. Woottey. We are firmly convinced—and I am firmly convinced 
because of the arguments that have ranged around this particular 
point for years—we are convinced that price does work and we think 
that the evidence that price works is obvious all d6ver the country every 
day. 

The Cuatrman. What do you mean, price works ? 

Mr. Woontry. Price works. When you went to eat lunch today you 
decided 

The Cratrman. I did not eat much lunch. 

Mr. Woottey. All right, you decided to save your money in order 
that you could use it for something else. Price was at work. 

The CHatrman. The proposition was, you said, price will work. 
You have not answered my question yet w hether or not in your opinion 
decreased price will bring about a decreased production. 

Mr. Woottey. Well, the Congress quite obviously believed that price 
worked during the war because it said if we raise the price, we will 
get more production. 

The CHatrmMan. You know why. That was to induce the farmers 
to produce. Now we hooked to that a price with controls and the 
farmer cannot get the price unless he controls the production. 

I do not know of any better machinery that has been devised or 
offered than that. 

Mr. Woottey. You know that whenever you increase the price on 
a guaranteed basis, what you do is you say to everybody, “Come on in. 
It is profitable to get into this business.” 

And so they bring their money in and they apply it. When you 
take money and capital and apply it to land that is marginal land 
and put it into production, of course it is not going to spring back 
out like a rubber band. 

When you lower price you have the effect of lowering production. 
However, it will take a lot longer for a lower price to reduce produc- 
tion than it does for price to increase production. 

All we are arguing for in the Farm Bureau is for balance. We 
just say, “Let’s not go overboard on a price-support program. Let’s 
not get a price-support program that attracts so many facilities into 
agricultural production that it ruins the people that are already in 
the business. 

The Cuatrman. If you believe that these acreage allotments are 
ruining the American farmer and American agriculture, and driving 
us out of the world markets, why do you not come out and advocate 
a repeal ? 

Mr. Wootney. I have just said that we believe in price supports. 
The Farm Bureau was a strong advocate of the Agricultural Act of 
1933. The Farm Bureau was a strong advocate of the act of 1938. 

What were the price- support levels in the act of 1938 ? 

They were 52 to 75 percent of parity and what many said then was— 
if you will check the records, I think some of the comments made by 
a on this committee was that if you get the price support too 
1igh, what you will do is you will bring about such excess production 
that acreage controls can’t keep things in line and it will destroy 
the program: That was our position and it is our position now. 

The CHarrmMan. You said in 1933. 

Mr. Woottry. We were in favor of the Agriculture Act of 1933, and 
we advocated it. We advocated the act of 1938. 
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The Cuarrman. You know that was the first time the Federal 
Government had ever explored the field of price support. 

Mr. Woottey. No. The field of price support was explored very 
ineffectually under the Agricultural Marketing Act of 1929. An 
effort was made to peg the prices without keeping supplies in line 
with demand. 

The Cuarrman. That is what I am telling you. The first. time 
we ever invoked any controls was after 1933. 

Mr. Woottey. Yes. 

The Cuarrman. We never abandoned the idea of supporting prices. 
We were exploring a field that had never before been we 

Mr. Wooutey. Yes. 

The Cuarrman. Coupling prices with controls. You are fighting 
against acreage controls. 

Mr. Woottey. That isn’t right. 

The CuarrMan. You say so in your statement. 

Mr. Wootitey. No. We are saying let’s don’t have prices so high 
and controls so tough that we lose markets that we want to keep. 

The Cuarrman. All right. Would you make that argument before 
the Bureau in North Carolina, that prices are too high? 

Mr. Woottey. I did not make that argument. 

The Cuarrman. I say would you? Would you say that their com- 
modities are selling too high? 

And they will be priced out of the market ¢ 

Mr. Woottry. I would ask them this. You are getting a price 
support of about 50 cents a pound on flue-cured tobacco. If ialltns 
it me 50 cents a pound is good, why not push it up to a dollar a 

ound { 
. The Cuarman. If they can do it, I hope they will push it up to $1 
a pound. 

Me. Woottey. Why don’t you want it at $1 a pound ? 

The CHarrMan. I want it at $1 a pound. 

Mr. Woottey. Are you in favor of $1 a pound? 

The Cuamman. A $1 pound is my program. 

Mr. Woottey. You won’t have any export markets for tobacco if 
you do. 

The Cuarrman. You say we are losing them anyway. 

Mr. Woottey. I didn’t say we were losing them entirely. We are 
in bad shape on flue-cured tobacco right now and that is because 
Rhodesia and other countries are increasing the production of tobacco. 

Other types of tobacco are being substituted in Europe for the high- 
priced flue-cured tobacco and the domestic tobacco manufacturer is 
substituting the cheaper-priced lower-grade tobacco here in the United 
States and putting them into filter cigarettes and leaving the high- 
priced tobacco—— 

The Cuatrman. You have not been looking at television. 

Mr. Woottey. I beg your pardon. 

The Cuamrman. You would see all the fine tobacco being used in 
Chesterfield and Camels. 

Mr. Wootiey. Some of the statistics from the Department of Agri- 
culture on what is going on in tobacco is not encouraging. 

The Carman. We know Rhodesia’s resources are very limited. 
We do not have to think about that problem. 
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Mr. Woouzey. Indonesia and Turkey and so forth are not. Sub- 
stitutes and foreign competition is a real threat. 

The Cuarrman. You are for the acreage allotment marketing quota 
law but you are for a lower price support. 

Mr. Woottry. Lower price supports but the highest prices we can 
get for farmers, 

The CuatrMaNn. You will join my program soon. 

Mr. Wootiey. No. 

The Cuarrman. A dollar a pound for tobacco. 

Mr. Woottey. We will not ruin the market in the process. We do 
not want to ruin the markets by guaranteeing too high a price support. 

The CuarrmMaNn. You said it was up to the Secretary to determine 
the fair price of sugar. 

Mr. Woottey. That’s right. 

The Cuarrman. Is he maintaining the price of sugar too high? 

Mr. Woorsey. I did not argue that at all. I say that the American 
housewife is satisfied with the sugar price. The American producer is 
satisfied with it. He would just like to produce some more sugar. We 
are not losing any markets by the Sugar Act. 

The CuatrMan. You mentioned this. You have farm bureaus 
operating in 48 States and Puerto Rico, but you do not have any in 
Cuba, Mexico, and Panama, do you ? 

Mr. Woeotiey. No. 

The CuatrMan. That is all, Mr. Woolley. 

Mr. Poage? 

Mr. Poage. I want to ask the gentleman about one crop that has 
not been discussed here. We discussed cotton and tobacco and they 
are the big crops. They are king in certain areas. It has not been too 
long ago that I believe you, your organization, and some of these Con- 
gressmen were talking a good deal about peanuts. 

I believe you said that we got a crop which was in short supply, it 
was then a good time to sort of get the American price up. Are you 
willing for the American consumers to pay twice as much for Ameri- 
can sugar as for import sugar; aren’t you ? 

Mr. Woottex. We are willing for them to pay what is reasonable 
under the circumstances. 

Mr. Poaeg, They are paying about twice as much, aren’t they? 

Mr. Wootzey. 1 had not understood that. 

[ understand it was the difference between between 6 to 8 cents 

Mr. Poacr. It was said that he could buy sugar for 414 cents a pound 
and sell it for 8 or 9 cents here. 

Mr. Wootiry. You have to bring it up here and refine it and put 
it through the stores and that sort of thing. 

Mr. Poage. I won’t argue with you on that because I don’t want 
to take the rest of it after. I think we will all agree that there is a sub- 
stantial difference between the price of sugar in the United States 
under this program and the price of sugar on the world market and 
if it were not for the program the American housewife could buy 
sugar a good deal cheaper. 

Mr. Wootney. I don’t know that necessarily follows. I think there 
was a time when we had surpluses and by not stabilizing the supply, 
we had fluctuations. 








104 AMENDMENTS TO SUGAR ACT OF 1948 





You would have a feast and you would have a famine. I can 
remember quite clearly of going to the grocery store and paying 25 
cents a pound for sugar during World War I. : 

Mr. Poacr. By the same token we can argue you ought to pay $1 a 
pound for cotton because then we would be sure we would never be 
caught short. You talk about cotton and as a crop always in export 
supply. When we had 1314 million bales of cotton on hand at the 
time World War II began, in 3 years we embargoed cotton because 
we did not have enough. 

The CHarrMan. We embargoed cotton about 3 years ago. 

Mr. Poace. That’s right. We need to be told that we have an un- 
limited supply of these crops that you have been disparaging. 

Mr. Wootiey. We have not been disparaging them. We want the 
American farmer to maintain his marks and get the highest price 
he can get. 

Mr. Poacr. You want him to sell as low as anybody in the Nile 
Valley. Sell, but you don’t want the sugar man in the United States 
to sell as low as the man in Cuba will sell. 

I don’t either. I am not urging that for either sugar or cotton. J] 
believe the American farmer ought to have a break on the American 
market. I am not advocating that you kick the sugar people out. 
But to me it is so strange to find this great array of witnesses coming 
before us, every one of whom I believe that has been before us so far 
was opposed to giving the cotton man, opposed to giving the wheat 
man even a high percent of a fair price, but because it was so danger- 
ous to set such a terrible example of regimentation and destroyed his 
opportunity to compete with the people the world over; but it is all 
right to do the same thing for the sugar man. 

I think it is all right to do it for the sugar man. 

Mr. Woottey. You don’t understand that is our position, do you! 

Mr. Poace. I understand that is your position and the position of 
a great many of the people in the United States. 

Mr. Woottry. That is not correct. Apparently I have left the 
wrong impression with you. 

Mr. Poacer. I fear that a good many of you have given the wrong 
impression then. 

I want to talk about a crop that has not been in export supply. 

Peanuts have been short this Jast year. There are not enough pea- 
nuts to supply the American market, are there ¢ 

Mr. Woottry. Perhaps not enough from domestic production at 
this particular time. I hope when the crop comes on there will be 
enough. 

Mr. Poace. There has not been enough peanuts to supply the Amer- 
ican market. What is the price of peanuts right now, do you remem- 
ber ? 

Mr. Wooutey. The price to farmers was around a little over 12 
cents as I last saw it. 1 don’t have those figures with me. 

Mr. Poace. Which is between 80 and 90 percent of parity, isn’t it! 

The farmer is not getting parity for peanuts today, is he? 

Mr. Woottey. I would say he does not have any peanuts to sell. 
Most farmers have sold their peanuts. 

Mr. Poace. The present price of peanuts in the United States is 
not at parity and it is not been for some time. 
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Mr. Wooutey. I have not seen those figures recently. 

Mr. Poaer. I have been watching those figures. I don't think we 
have gone above 90 percent of parity for some years. It dropped as 
low as 80 recently. Yet what did your organization do, suggest 
doing for the peanut farmer ¢ 

Mr. Woottey. What ? 

Mr. Poacs. What did you suggest for the peanut farmer, to relieve 
that peanut farmer ¢ 

Mr. Woouiey. I don’t know what you have in mind at all. 

Mr. Poagg. I am sure you know better than I do what your organi- 
zation has done. 

Mr. Woo.ttey. We appeared before the Tariff Commission and we 
argued with the Department of Agriculture to be sure that they did 
not import excess quantities of peanuts that would destroy the farm- 
er’s price. That is the only thing which I know we did. 

Mr. Poage. You wanted to keep the price up for peanuts. 

Mr. Wooitiey. Of course. 

Mr. Poaee. Fine. 

Mr. Wootiey. All we want to do is have the market pay the price 
instead of the Government paying it because undue Government in- 
terference ruins our market price. 

Mr. Poace. There was an amendment offered on the floor of the 
House not too long ago to the basic farm law and that amendment 
proposed to strike peanuts out and take all supports from under them. 

Mr. Woouiitey. And we advocated that peanuts be retained as a 
basic commodity. 

Mr. Poage. You had precious little influence on some of your mem- 
bers who are sitting in this room today. 

I observed a long list of Members of this Congress with whom you 
ordinarily have great influence who stood up there and said, “Yes, 
take them out. Don’t give them a penny support.” And they were 
in short supply. 

We were importing peanuts at the time. Just as with sugar. Yet 
at the time that peanuts were in short supply, when they were an 
import crop, I am not going to say that Frank Woolley and I am 
not going to say that the Farm Bureau. 

Mr. Woottey. We were with you then. 

Mr. Poage. I am going to say that the very group with which you 
had seemed to have a tremendous influence for a long time, some of 
them from this very committee, went down that line and voted to take 
every penny of support out from under peanuts. That is a fact, 
isn’t it? 

Mr. Wootzey. Of course, you understand we don’t have anything 
to do with how you Congressmen vote. You do the best you can after 
you hear the arguments. 

Mr. Poageer. I don’t know but I gather you did not have too much to 
do with it. But I gather you were not greatly concerned at the time 
when those people who ordinarily go along with you on this philoso- 
phy that the way to give the farmer a good income is to cut his price— 
a lot of them go along with you on the idea that if you just reduce 
the price, everybody will get rich. 

Mr. Woonttey. We don’t want to reduce the price. We want to 
reduce price support and get the best price possible. 

65704—55——8 
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I hope nobody ever says we don’t want to get the best price we can 
get. We don’t want a Government artificial price imposed in place 
of a real price ruining our market. 

That is all we are arguing about. 

Mr. Poage. You told us that if it was.a erop in short supply where 
we were not exporting it, then of course it was all right, then, to fix 
a high price. That is what I understood you to say and you agres 
that is true. 

Mr. Wootixy. We don’t say fix a high price. I say arrange it that 
we have access to the domestic market. 

Mr. Poage. You fix it in-sugar. 

Mr. Woottry. The supply and demand fixes it on the basis of the 
supply that comes in. We want a chance to supply the market. 

Mr. Poaar. The Secretary fixes the supply that comes in in order 
to fix the price high enough. 

Mr. Woottey. The price is not actually fixed, the amount of supply 
is fixed and that has an effect on the price. 

Mr. Poaer. The Secretary has discretion and he could arrange this 
so as to achieve a price he thinks is fair. 

Mr. Woottey. Yes. 

Mr. Poage. I don’t have any objection to that. I understand you 
don’t. 

Mr. Woottry. Yes. 

Mr. Poace. I understand that you did not come up here and advo- 
cate cutting the support out from under peanuts at the time when 
they were in short supply either. 

Mr. Woottey. That’s right. 

Mr. Poacr. But I am saying that it is a strange thing that so many 
of the people who are so ardent in support of this bill to support the 
price of sugar were so concerned about cutting the whole lifeblood 
out of those little peanut farmers. 

It is just passing strange to me and I hope that that little matter 
is explained because peanuts are not an export crop. 

Peanuts are in short supply today. They are being imported. 
They are being imported at far less than parity and the American 
farmer no matter how short the supply of peanuts has not ever been 
allowed to get parity for his peanuts because a great many of those 
who follow your philosophy most of the time felt that they did not 
want peanuts to have it. 

There must be lots more money in sugar than there is in peanuts. 

Mr. Woottey. We have trouble, Mr. Poage, with people disagreeing 
with us on many things. We are very ardently in favor of foreign 
trade and a lot of our friends that are with us on one thing, disagree 
with us on the foreign trade and some of them who are with us on the 
price support issue are against us on the foreign trade. 

We cannot do anything about that. 

The Cuarrman. Mr. Andresen wishes to ask you a question. 

Mr. Anpresen. One of the things that disturbs me and the pro- 
ducer is in our part of the country, particularly in Red River Valley 
which is the great wheat country, is that they have had their wheat 
acreage reduced as you know. 

It is idle land which could be used for sugar-beet production. They 
do not have many crops they can go to and unless they can get an 
increase in the acreage of sugar beets, the income received from the 
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wheat and the few other crops they have there won’t be sufficient 
for them to keep going. 

How do you propose to solve the problem for those farmers in that 
area who have largely family operated farms? 

And with the gh price of labor and high cost and increasing cost 
of machinery and automobiles and everything else, how do you pro- 
pose to solve the problem for them? Should they be permitted to 
plant greater ae into sugar beets ? 

Mr. Woottey. That is our belief. We think that the Red River 
Valley of the north is a wonderful agricultural area, that it is a 
highly efficient area and that when the situation gets such that by a 
combination of our price-support programs and our programs of 
production for the domestic market that that area finds itself in diffi- 
culty, then we think that there has been some awfully bad thinking 
along the line some place. 

Mr. ANDRESEN. Do you think that we should have a reduction in 
our imports of sugar in order to provide a product for them to pro- 
duce whick they can sell in this country where we have a deficiency ? 

Mr. Woottey. We would not reduce the amount of the quota that 
the foreign countries now have. 

All we are arguing for is that as population of the United States in- 
creases and this country grows that the producers of America ought 
to have a chance at that increase. We think if you were to start out 
and say that you would cut down on the importation of sugar from 
foreign countries that the repercussions we would have internationally 
would cause farmers so much difficulty that they would forget about 
their domestic difficulties and start worrying about their international 
difficulties, 

Mr. ANDRESEN. You may have something there, but over a long 
period of time, which I believe you are thinking about, this problem 
maybe would be solved but what you do for the next 2 or 3 years in 
order to help those people up in that area and in other similar areas? 

Mr. Woortry. In 1955 I would increase the domestic quota for sugar 
188,000 tons and I would set the level at 8,200,000 tons at which you 
start to figure on a growth formula and the domestic area would 
participate on the basis of 55-45 instead of not participating in it at 
all as at the present time. 

Mr. ANpRESEN. That would give them only a few additional acres 
of land for sugar beets. 

Mr. Wootey. That is right. 

Mr. ANprREsEN. They raise potatoes up in that country and very 
good ones now. 

Mr. Wootxy. Potatoes are doing all right now without price sup- 
port. 

Mr. Anpresen. They have restricted their acreage on potatoes. 

Mr. Woottey, Each individual did it voluntarily on the basis of 
his own judgment as to what the market would bring. And he is 
now getting more for potatoes under a free market condition than he 
did under price supports, when we had surplus potatoes. That was 
when I was in the Department of Agriculture trying to figure out 
what to do with the surpluses and did not know what in the world to 
do with them, 

Mr. AnpresEN. That was an unfortunate situation. 
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Mr. Woottey. I agree with you. 

Mr. ANnpRESEN. This committee took action on that, but you ree- 
ognize, I am sure, the problem that confronts these farmers. I as. 
sume that many of them are members of the farm bureau? 

Mr. Woottey. Yes, sir. I hope they all are. 

Mr. Anpresen. You are their spokesman here because they cannot 
appear. And we on this committee, of course, are concerned with 
the future of . merican agriculture and these various producers in the 
different commodities. 

Mr. Woottey. That area produces a good quality of wheat, as you 
know, Mr. Andresen. And by reason of the price-support program 
with respect to wheat we have been producing a lot of poor wheat. 
We have been ruining our markets by producing that poor wheat. 
Briefly, our program is, produce a good quality wheat for the market 
and get more income for the farmer by producing what the consumer 
wants. Let us not continue to produce something he does not want. 

Mr. Anpresen. I am sorry that you did not come up with that 
program several years ago. 

Mr. Wooutey. That has been our program for quite some time. 

Mr. Anpresen. Of course, hard spring wheat, in the area like we 
have in the Northwest, we do not have a surplus of that type of wheat. 

Mr. Woo..ey. That is right and are getting premium prices for it 
now. 

Mr. Anpresen. I have been on this committee for many years, and 
I do not recollect that you have ever come up with a program, even 
as far back as 1933 or 1938, where you wanted to limit the price sup- 
port to just high types of high-quality wheat for the support program. 

Mr. Wootiey. Well, I think if you will check the statements that 
were made last year and the statements that were made this year, I 
know Mr. Schuman’s statement this year very heavily stressed quality. 
Likewise, our resolution very heavily stressed quality. We have been 
doing everything we can with the Department of Agriculture to try 
to get them to move in on the inferior-quality-wheat situation. 

Mr. AnpDresen. That is for this year. I will admit that is part of 
your program for this yéar. We have had more than 20 years which 
have gone by here where that program probably should have been in 
operation. 

I cannot quite follow you on the idea that if you reduce the price 
of a commodity that it will decrease the production. That may be 
true over a long-range period, over 8 or 10 or 15 years, but I have 
found this, that when prices are high the things that the farmer has 
to buy are high. He wants to keep up his income, and be may produce 
more of wheat, or if he cannot. raise the wheat. without penalty, he 
will go to some other product that is more profitable, but there is a 
limitation on what he can do there. 

Mr. Woottey. I would suggest this, I would suggest that you ask 
the beet and cane sugar growers if the price was lowered to 4 cents a 
pound on sugar, instead of 8 cents, whether or not they would continue 
in the production of sugar. I think that you would find that price 
works, 

Mr. Anpresen. I was on this committee when the price was at about 
the lowest point in history on sugar, not only in the United States but 
also in Cuba, and they still kept on producing sugar. They increased 
their volume because they wanted more income. 
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fr. Woottey. To a point there is not any question but what when 
the price goes down there is an attempt to increase the volume by 
individual | producers, but as that price gets to a point where the high- 
cost producers cannot make it, they shift from that to something else. 
And we think that a shift determined by the individual farmer in 
response to price will bring about a better adjustment than a shift that 
is imposed by acreage allotments. 

I have had all kinds of experiences as you well know on the question 
of acreage allotments and marketing quotas. 

And the Federal Government's hand is exceptionally heavy with 
people doing the very best they know how to do the thing on a fair 
and equitable basis. Tt is still very heavy handed. 

We just say, let price do a little bit of that instead of the Govern- 
ment trying to do it all. 

Mr. Anpresen. Of course, following that theory to its obvious con- 
clusion, 1f you want to get the Government out of everything and leave 
it to the farmers ) 

Mr. Wootiey. No, not all of the way. 

Mr. Anpresen. I do not know just what would happen. Our 
American farmers are pretty shrewd businessmen. 

Mr. Woottey. I agree. They know better what they ought to plant 
than somebody in the Department of Agriculture, even if the Govern- 
ment employee is stric tly well intentioned. 

Mr. AnprESEN. They are going to plant the crops they think will 
bring them the most money. 

Mr. Woottey. That is right. They will do a better job of figuring 
the answer than any of us. 

Mr. AnpREsEN. I have a lot of faith in the farmer. When you say 
that the production will go down with the decrease in price I cannot 
quite agree with you. 

Mr. Woottry. There is always a big lag. It is not an immediate 
proposition, because as you know farming is a long-time proposition. 
And the farmer does not figure his proposition from 1 year to the 
next. Heisona 4-or 5-year rotation. The whole agricultural process 
is a long-time process. 

Mr. ANpRESEN. Well, I agree with that. It is the immediate price 
for the farmer, because he has to live day to day and week to week and 
year to year. I know that your organization stated, at least to my 
recollection that the dairy farmers, when they get lower prices, when 
it was reduced from 90 to 75 percent, it was advocated then, they said 
that the farmers will quit producing milk and dairy products. 

Mr. Wootztey. The farmers are better off now under 75 percent 
price support on dairy products than they were under 90 percent. 

Mr. AnpreseNn. That is what you think. But most of the farmers 
increased their production in order to keep up their income. 

Mr. Woottey. Are we still losing our market now like we were? 
Has the consumption of dairy products gone down like it was going 
down? It has turned around and come up. 

Mr. Anpresen. I do not know how much they’ have gone up. I 
noticed in the last Department of Agriculture report on the food situa- 
tion, the dairy situation, it said there has been a slight—a slight-—get 
that word 

Mr. Woouiey. That is right. 
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Mr. AnpresENn. Increase in the production, in the consumption of 
dairy products. 

Mr. Wooutry. If you stop a decline I think you are doing pretty 
well. As you know the proposition of dairy production will not re- 
spond to price on a day-to-day basis. It responds over a long period 
of time. 

Take the grass-growing season we have had this year in this area. 
You are bound to get an increase in dairy production around here with 
the kind of grass we have had. 

Mr. AnpreEsEN. It was a good thing that we had a bottom of 75 
percent of parity in the price-support program for dairy products. 

Mr. Wootiey. We believe in a floor. We do not want it so high as 
to ruin the market. 

Mr. Anpresen. Would you reduce it below 75 percent for dairy 
products ¢ 

Mr. Woottey. I am not in a position at this particular time to 
judge whether or not it would be good or not. if it would increase 
the farmer’s income and increase his markets I would be for it. I 
would not shy away from it just because 1 knew I was lowering 
something. 

Mr. Anpresen. We have been off the bill for a long time. With 
that I am going to yield to Bill Hill of Colorado. 

Mr. Hitt. He is yielding to me. 

The Cuarman. Go ahead. 

Mr. Hitz. On page 4—let us get back to the bill—I am talking 
about Mr. Hope’s, H. R. 5406. I am sure everybody in the audience 
at least forgot about the bill. You say something there that I think 
should be emphasized. Of course, I am not calling it to the atten- 
tion of everybody, that is attention to anything that you said that 
I did not believe in. I am just calling attention to the things that 
I do believe in. That is the opposite of what you have been listening 
to. [Laughter. | 

At the bottom of page 4 you say something like this—I am sure 
most of the people in the room, even some of our committee mem- 
bers, are not afraid of this fact: 


Under H. R. 5406 and similar bills the mainland cane and beet areas— 


meaning the whole 28 bills that were introduced in the House—I am 
just telling you that—and that is quite a number of people—and 
they are not all dunces and dummies—they knew what they were 
doing, and I knew what I was doing when I introduced my bill—and 
I am sure that you would not accuse our ranking member of this com- 
mittee of not knowing what he was doing when he introduced his 
bill—I am for the bill, as I introduced it. Of course, there is modi- 
fication, and I expect to support some of them. 

Mr. Woottey. Fine. 

Mr. Hitz. I am not rigid on that, either. 

Mr. Woottey. I hope you just stick to the proposition that we need 
relief in 1955. : 

Mr. Hirt. I am not rigid on this bill, because if someone can come 
up with something smarter than we introduced, I would be a dumb- 
head, I think if I did not support it. 

The Cuarrman. Will you yield? We are for your bill with modi- 
fications. 
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Mr. Huu. Certainly, I hope the chairman will see the light, too. 

Most of the legislation I know that goes through the House is with 
modifications. And the gentleman well knows that himself. That 
is all. 

The Cuarrman. Thank you very much. 

Mr. Hux. I still have the floor. 

On page 4 you say this—it is important : 

These increases would not reduce the quotas that currently are in effect for 
Cuba and other foreign countries since they would come out of an expected in- 
crease in the Secretary of Agriculture’s estimate of domestic requirements for 
1955. 

That is the important thing, for 1955. 

Mr. Woottey. That is right. 

Mr. Hix. My question is this, you are talking about H. R. 5406? 

Mr. Wootiey. That is correct. 

Mr. Huw. That is the bill we introduced and you are for that bill. 
The gentleman who was in the room this morning, when the Under 
Secretary testified, wishes to add on some additional provisions. In 
your statement no place can I find where you mention we should 
change some testimony that we heard awhile ago since noon in regard 
to the exportation and importation of sugar in the form of molasses 
or liquid sugar. 

Mr. Woottey. You are talking about the proposed bill? 

Mr. Hitz. Whether we should include in two words this bill some 
of the information that the Under Secretary proposed this morning. 

Mr. Woottey. My judgment, Mr. Hill, is that it would not be wise 
to try to change the definitions with respect to the Sugar Act at this 
particular time. They are controversial. They involve questions of 
discrimination between various areas and refiners, and we do not think 
that it would be in the interest of getting on with the problem of get- 
ting the producers an increased quota in 1955 and for 1956. 

Mr. Hitz. In other words, the thing that we are trying to do really, 
to accomplish in H. R. 5406, is important enough that we should stick 
to the point ¢ 

Mr. Wootzxy. Weshould pass H. R. 5406. There is only one minor 
suggestion we have, that is, that you allow Puerto Rico to participate 
a little more fully in the question of refined sugar. 

Mr. Huu. There is one other thing on page 5, at the bottom of the 
page, where you cover the labor situation. 

Mr. Woontey. Yes, sir. 

Mr. Hix. The gentleman made no recommendation. And we do 
have in the original bill, as I recall, and if it was not in the original, 
it was in the second one, something where we take care of the labor 
and assure by the Secretary of Agriculture examination of the wages 
paid that they must pay the going wages in the area where the sugar 
beet and cane growers are operating, and that they cannot use that 
child labor. 

Mr. Woottey. That is right. You have a fair wage determination 
by the Secretary of Agriculture now. 

Mr. Hitz. You are not proposing any change in that? 

Mr. Woottey. No, we think that ought to be maintained. There 
has been a bill introduced, however, which proposes to amend the 
Sugar Act to provide that you change the determination of wages 





112 AMENDMENTS TO SUGAR ACT OF 1948 





from that made by the Secretary of Agriculture to one made under the 
Fair Labor Standards Act. We are opposed to that. 

Mr. Hirt. You, in general, support H. R. 5406, Mr. Hope’s bill? 

Mr. Woottey. U nquestionably, we like it the way it is, and we think 
it is a very sound job. 

The Cuamman. Why did you bring up this labor question? Is that 

causing any difficulties now? I had not heard of any. 

Mr. Wootiey. The only reason I brought it up was because there 
was a bill introduced to the effeet that you would shift away from the 
Secretary’s making the wage determinations on the basis of the hear- 
ing, and the facts with respect to the ability of the growers to pay 
and the prevailing wage in the area, et cetera, to shift it over to the 
Fair Labor Standards Act. 

If you shift it you would raise hob with the entire farming in- 
dustry, and do something with which we could not live. 

The CuarrmMan. We have 32 bills before us. Does one of these 
provide that? 

Mr. Woottey. You have an amendment, a proposed amendment 
to the Sugar Act which is H. R. 6848. That is the bill about which 
I was commenting. 

The Cuatrman. Who is the author of that bill / 

Mr. Woottey. Congressman Anfuso. 

The Cuatrman. Do you want to question him on that, Mr. Anfuso? 

Mr. Anruso. No. 

Mr. Hagen. I would like to ask some questions. I would like first 
to comment that if they get the price of sugar too low the candy manu- 
facturers might not be able to afford the peanuts in the candy bars. 
| Laughter. | 

As I understand the statement Mr. Hill referred to at the bottom 
of page 4, in effect the Hope bill and the others would cut back the 
Cuban production to the amount that came in in 1954, is that right? 

Mr. Woottey. No, it does not cut back Cuba. The bill says that 
Cuba will participate in the growth in the American market starting 
with a base of 8.2 million tons. It will participate in the growth 
from that period on forward on the basis of its proportionate share 
of the foreign suppliers which total 45 percent. Currently 96 per- 
cent goes to Cuba. 

Mr. Hacen. That would really be a 1954 base rather than a 1955 
base. 

Mr. Wootiry. No, because the initial determination of sugar 
quotas for 1955 on the part of the Department of Agriculture, the 
consumption estimate, was 8.2 million tons. We say start from that 
base. 

Mr. Hacen. Based on the 1954 experience. 

Mr. Wootiny. And their anticipation of what the consumption 
would be for 1955 as of the beginning of the year. 

Mr. Hagen. As I understand these various bills they provide for 
a sale in the domestic market of 188,000 and more tons of American 
sugar, is that correct ? 

Mr. Woorrey. An emergency increase in the quota for domestic 
areas of 188,000 tons. That is right. 

Mr. Hagen. And these other countries, and Cuba, would sell that 
much less ? 
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Mr. Wootrry. No, that would not be right. It means that Cuba 
would not get 96 percent of the increase in the growth of consump- 
tion in the United States in 1955. 

Mr. Hagen. Instead of getting 96 percent of 188,000 tons they 
would get a lesser percent of 188,000 tons? 

Mr. Wootiey. That is correct. 

Mr. Hagen. Where are these inventories that you want to sell— 
are they refined sugar—where are they located? — - 

Mr. Woortwy. I am not sure of all of the details as to where the 
sugar is. I know that there is a lot of sugar in Louisiana. There 
is a lot of sugar in Florida. I know that it is backing up on them 
to such an extent, that one of the things they are doing, the way they 
are staying in business is that they are borrowing on the next year’s 
quota, Which means that they are getting themselves in real difficulty. 

One of the main points is that they are going to have trouble 
financing the production of sugar. They have to go to the bank, and 
they have to put up assets other than sugar, because no banker is 
going to assume that they are going to get an increase in their quota 
before the Congress acts. They will give them finances on the basis 
of what they know the physical assets of their enterprise is now and 
on the basis of what the current sugar quota is. 

Mr. Hagen. Is it in the form of beets or cane or what? 

Mr. Woouttey. Mr. Myers, the head of the Sugar Division, could 
answer this much more intelligently than I. They have a fairly good 
idea as to how much is in the form of raw sugar, how much is refined, 
and so forth. There would not be anything in beets at this time, | 
am sure, 

Mr. Hagen. Who owns the title to the sugar ? 

Mr. Wootiey. Well, in various places the title is in various cireum- 
stances. In some areas the cane growers, when they deliver their cane, 
ordinarily get an 80-percent advance on the cane that they deliver. 
And then at the end of the season they get the remainder. 

Some of them have only gotten a 50-percent advance at the end of 
the year. They are unpaid for 50 percent of it. So that the farmer 
in etfeet, is financing a considerable amount of the sugar inventory. 

Mr. Hagen. They are still the owners, and they have the debt; is 
that correct ? 

Mr. Woottey. That is right. 

Mr. Hagen. The sugar is stored. Who stands the cost of the 
storage ? 

Mr. Woouttry. As of now, I think the incidence of storage costs 
probably is falling on the people that are grinding up the cane and 
the beets. I think that is where it is falling, although there will be a 
distinct effort to shift the incidence onto the farmer so that the farmer 
will be paying for it. 

Mr. Tice: In each instance, would there not be an agreement 
between the refiner and the grower as to who shall pay for it? 

Mr. Woottey. It would not be that obvious. When you start shift- 
ing costs off of one group of the economy to another most of the time 
it is not done on the basis of a contract ; it is done on the basis of other 
factors that are much more subtle than a contract. 

Mr. Hagen. Where do you think the cost here is liable to shift to? 

Mr. Woottry. You mean the backing up of these inventories? 

Mr. Hagen. Yes. 
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Mr. Wooutey. I think the farmers will finally bear the cost, if they 
have not already done so. 

Mr. Hagen. This question bothers some members of the committee, 
This legislation was passed, and it has a year to run. Presumably 
these foreign producers have relied on this legislation, although the 
Department would change only partially the legislation. 

What compelling reason is there for adopting the proposals con- 
tained in these bills, for dropping to this 8.2 million figure and also 
for the proposal to sell on the domestic market either 100,000 or 188,000 
tons additional of American sugar this year? 

Mr. Woottey. I tried to summarize the reasons in my statement, 
In a briefer word the growers are finding themselves really in a tight 
spot. 

The Grand Coulee area has been opened up by the Reclamation 
Bureau. There is irrigation water available for-about 1 million acres. 
The people in that area want to grow sugar beets. They can grow 
them better than anything else. There is more profit in beets. Obvi- 
ously they want to grow sugar beets. 

The people in Florida and Louisiana in the cane area, in order to 
meet their costs of production, have been increasing their efficiency 
through increasing yields. When they increase yield per acre then 
they have to cut down on their acreage in order to stay within their 
quota. So they are being penalized, getting caught on the one side 
by increasing costs, on the other side by decreasing quotas, 

At the same time they are getting hurt on that, they are getting 
hurt on acreage allotments They are being cut on cotton acreage 
allotments, and rice and wheat. They are in the squeeze. They do not 
like it. They want to get some help. This is where they are coming 
to get it. 

Mr. Hagen. So far as this question of new acreage is concerned I 
do not think that in itself is the kind of compelling reason which 
would change the minds of the members of the committee that I have 
talked to. 

Mr. Wootry. There have been a lot of veterans relocated on those 
acres. They are boys in which a lot of people are interested. 

Mr. Hacen. Heretofore it has been my experience on this committee 
when they attempted to raise the level of production in a surplus sit- 
uation 

Mr. Wootiny. May I interrupt you there? 

Mr. Hacen. You have to have bankruptcy hardship arguments. 

Mr. Wootry. We do not have a surplus situation, so far as domes- 
tic production is concerned. 

Mr. Hagen. It might be a good idea to run a few farmers past here 
who can tell how they are facing foreclosure and somebody is going 
to take care of the mortgage. That is just an idea, 

Mr. Wooutry. We will be glad to do that. 

Mr. Hacen, The members of the committee might be persuaded 
who otherwise might not be. 

Mr. Woorzey. I think John Tiedtke, of Florida, was telling me 
what the situation is with respect to the sugar growers in that area. 

I know that the number of re raising sugar beets is going 
down throughout many areas of the country. I know cane growers 





are in difficulty in Louisiana. They are not large growers; they are 
just ordinary dirt farmers that are in trouble. 
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Mr. Tuompson. Did I understand you to say that there is no sur- 
plus sugar now ? 

Mr. Wootney. There is no surplus production of sugar in the 
United States from the standpoint of the amount of sugar that would 
be consumed in the domestic market. What it is is overquota sugar. 
We are still only producing a small percentage of the total consump- 
tion of sugar in the United States. 

Mr. TuHompson, These different surpluses with different names are 
a little bit confusing. But, as I understand, that is the compelling 
reason for the Department to recommend a change in the law before 
its expiration. 

Mr. Woottey. It is surplus in the sense of the quota, not surplus 
in the sense of what the domestic market is. In other words, all of 
this would be absorbed in the domestic market otherwise. 

Mr. Tompson, In other words, if you take away some of our 
imports of raw sugar: 

Mr. Wootzey. If we do not just add to it. 

Mr. THompson, And give it tothe domestic producer, then we would 
cure the situation ? 

Mr. WooLLEy. No; you would not take away. That is the one thing 
that I think everybody ought to be clear on. You are not taking it 
away. What you are saying is as the American market expands, you 
are going to give the American grower a better break on his partici- 
pation in the expansion of the domestic market. 

Mr. Tuompson. I merely point this out to you: I have no dearer 
friend in Congress than Mr. Willis or Mr. Boggs. I would like to 
help them. We have a lot of information that has been given to us, 
not necessarily yours, but by the departments that have testified, that 
is certainly not helping their cause a bit. It does not do anything 
to help us to take a bill on the floor to offset the objections that a lot 
of Members of Congress are going to have to change the rule in the 
middle of the game. Whether I agree with that or whether I do 
not makes no difference. That is the way a lot of them feel. We have 
got to have some good ammunition to shoot if we are going to be 
successful in putting this new piece of legislation through. 

Mr. Woorttey. Of course, all I can say to you is that there is not 
any question but what, as you continue to cut the quotas, you cut 
the right to produce in the United States, which means you will cut 
acreage. That is what we are trying to get away from, is these acreage 
cuts, which is taking the right to produce away from farmers. 

The CuarrMANn. Will you yield? 

Mr. THompson. Yes. 

The CHamrMAN. How can you say that, Mr. Woolley, in the face 
of the fact that we had testimony from Mr. Morse that they are not 
cutting acreage below the maximum allowed by law? 

Mr. Woottey. Well, to say that they are not cutting below the maxi- 
mum allowed by law, and saying they are not cutting, is entirely two 
different things. They are cutting. 

The CuHatrman. They are not cutting. 

Mr. Woottey. Oh, yes, they are. 

The CHarrMaANn. All right. 

Mr. Woottey. If you will recall, the witnesses from the Depart- 
ment 
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The CuAtrmMan. How much did you plant in 1954? You planted 
850,000 in 1955. 

Mr. Woottry. I have the arithmetic here. They are going to have 
proportionate shares with respect to sugar beets or some might call 
the action acreage allotments. Cane allotments have been cut twice, 

The CuHarrMANn.. We have already had the 1953 and 1955 figures. 
1 will ask for the 1954 figures. Let us see who is right. 

Mr. Woou.tey. May I ask a question of Mr. Myers? 

How much did you cut mainland cane this year? 

The Carman. Let me get the total overall acres. That is, for 
1954. 

Mr. Myers. Nine percent this year. 

Mr. Woottry. They cut it 9 percent. 

The CuarrMan. Give me the total acreage planted in both beet and 
cane sugar in 1954. I have the figures for 1953 and 1955. 

Mr. Myers. I will have to get them. I do not have them at the 
moment. 

(See testimony of Mr. Myers, beginning at p. 205.) 

The CrarrMan. Let me ask one other question. 

What is the quantity of sugar that is considered surplus in the 
domestic area now? Did I understand you to say that the surplus 
was in the cane area and there was no surplus in the beet area? 

Mr. Woottey. No; I did not say that. I said that it is proportion- 
ately greater in relationship to their total production in the mainland 
cane area than it is in the domestic beet area. 

The Crarman. How do you explain that? Why is it greater in 
one than in the other? 

Mr. Wooutey. Cane is left in the field, particularly in Puerto Rico 
und Cuba, from one year to the next, and they go ahead and harvest 
what their quota is. In the case of beets, you have to plant the beets 
annually. There were deficits in the beet area for a number of years. 
That deficit quota was filled by Cuba and other domestic areas. 

Actually they have been in trouble in the mainland cane area for 
3 years, and they have been increasing their efficiency, as I said, to get 
away from costs. And as they increased the efficiency, they increased 
their yields. They have increased their yields over last year 33 per- 
cent, or rather, the 5-year average, 1943-47. 

The Cuamman. Do you mean that in 1955 or 1954? 

Mr. Woottey. In 1954. 

The CuatrMan. They went over 33 percent ? 

Mr. Woottey. Increase in yield per acre over the average of 1943-47. 

The Cuarrman. And yet the evidence this morning indicated that 
knowing that, the Secretary of Agriculture only cut them 10 percent 
this year. How could you ever bring the supply down ? 

Mr. Wootiey. We are not arguing for bringing the supply down. 
We are arguing for the proposition that the domestic growers ought 
to have a bigger share of the domestic market. 

The Cuarrman. That is right, 

If we follow your reasoning, we will continue to subsidize the 
domestic production of sugar on a limited basis, and if we increase 
the quotas this year we will one back next year with an even greater 


production and have to increase it again. 
As you said a moment ago, we are producing only aig less than 
one-third of what we consume in the United States. So why fix 
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quotas on these people at all, if you are going to lift the quotas every 
time they hit the ceiling? 

Mr. Woouzey. We have not.advocated an unlimited basis. We have 
advocated, as the United States market increases, that the domestic 
growers be permitted to share in that increase. 

The Cuarrman. ‘The greater they share, the greater the subsidies, 
the greater the amount of money that comes out of the consumers of 
America. You cannot get away from that. 

Another thing you said is that if we do what we are proposing to 
do here, we would not take anything away from anybody. 

Mr. Woottey. That is right. 

The CuatrmMan. You know that is not actually accurate, because 
if we do not do something, Cuba will get an allotment which will be 
96 percent. If we do something, we cut that 96 percent to 45 percent, 
and Cuba does not even know she is going to get the 45 percent. 

Mr. Woouuey. All we are arguing for, though, is not to decrease 
their present quota, but to say that we will participate in the expan- 
sion in the United States market. 

The Carman. Whenever you participate in the 1956 quota on the 
basis of 45 percent, rather than 96 percent, you are taking away what 
percentage from Cuba? You cannot get around that. If we do not 
do anything but let the act run its course—somebody at the White 
House stated that they did not think that Congress should run out 
on any agreements—he regarded this law as somewhat in the nature of 
an international agreement, that we should not break faith. 

Mr. Woontey. 1 know it has been argued that is what the situation 
is. I do not think that is proper. I think that the Congress of the 
United States has the right to change the law every year, if it wants to. 

Also, the American Congress is giving the Cubans a preferred posi- 
tion in the domestic market of the United States. 

The CHarrMAN. Before, you thought it was a good thing, because 
the act had been well administered, and good for the people of Amer- 
ica. 

Mr. Wootiey. All we are saying is that the increase in the domestic 
market is such and the circumstances are such with respect to our own 
growers, that the growers ought to be able to participate in it. 

The Cuarrman, Let me ask you this: You have given us your views. 
You have been screaming about the surplus. What is the surplus? 
That is what this committee wants to know. 

Mr. Wooutey. Are we talking about 

The CuHarrMan. You have not told us yet. 

Mr. Wootiey. Are we talking about sugar? 

The CuarrMaNn. Sugar? [ Laughter. ] 

What are we talking about? Have you just found out what we are 
talking about? (Laughter. | 

We are talking about sugar. I want somebody to tell me how much 
the American surplus amounts to, whether it is 100,000 tons or 500,000 
tons, or what. 

Mr. Woottxy. I do not prefer to call it a surplus. 

The CuHatrman, Call it anything you will. 

Mr, Wootiey. It is sugar that has been produced in excess of the 
quota, 
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The Cuamman. All right. Overquota sugar. How much does it 
amount to? Somebody should be able to tell us. You say it is so 
great a burden. How burdensome is it? 

Mr. Woottey. The main source of my statistics is the Department 
of Agriculture. I would suggest calling on Mr. Myers for that, who 
is here. 

The CHamrMaANn. You say that we have a great surplus. I say, what 
is the surplus‘ You do not know. 

Mr. Woottey. No. I can give you the figures I have if you are in- 
terested in them. I merely thought Mr. Myers might have more cur- 
rent data. 

The Cuarrman. What are these figures? 

Mr. Woottey. The mainland cane area had an effective January 1, 
inventory in 1953 of 176,000 tons. In 1954 it had an effective inven- 
tory of 289,000 tons. In 1955 it is 403,000 tons, on the basis of esti- 
mates predicated upon the Department of Agriculture data. 

The CuHarrman. What part of that is considered surplus? 

Mr. Woo..ry. In my testimony I indicated that it was at least 
250,000 tons in the case of mainland cane. 

The Carman. How much in the beet area? 

Mr. Wooutey. I can give you that. 

I repeat that the Department of Agriculture is the best authority. 

The effective inventory as of January 1 in the case of sugar beets 
in 1953 was 1,320,000 tons raw value. In 1954, it was 1,440,000 tons, 
and in 1955 it was 1,617,000 tons. 

And on the basis of the fact that their effective inventory, as of 
that period, ran around 1 million 2, 1 million 3, they have some place 
in the neighborhood of 300,000 tons surplus in the beet area, as I see 
the figures. 

The CHarrMan. Do you have that now? If you have not, have it 
for us in the morning, Mr. Myers. 

Mr. Myers. For the mainland cane area, we started out with a base 
tigure, an average acreage of 340,000 acres for the years 1949, to 1953, 
inclusive. 

In 1954 we cut the acreage objective down to 315,000 acres. In 1955, 
we have cut it down to 294,000 acres. In both years the actual acre- 
age was somewhat lower. 

The Cuarrman. That is the cane area? 

Mr. Myers. In the mainland cane area. 

The CuHarrMan. What about beets? 

Mr. Myers. In the beets, we had a 5-year average, 1950 to 1954, of 
837,000 acres, representing harvested acreage plus bona fide abandon- 
ment. 

Let me call to your attention the fact that they did not in all of 
those years produce as much as 1,800,000 tons. Therefore, I think 
it is worthwhile to read the figures for the individual years because of 
the tremendous fluctuations. 

For 1950, we had peak acreage of 996,000. In 1951, it went down 
to 750,000. In 1952 it went further down to 695,000. Then it came 
up to 802,000 acres in 1953, and further up to 944,000 in 1954. 

Our acreage control program for 1955 required that the objective 
be cut to 850,000. In other words, from 944,000 in 1954 to 850,000 in 
1955. 
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The latest estimate we have is that plantings will actually be 
around 808,000 acres. The reason being, in part, drought in Colorado 
and some of our Eastern Mountain States, and the fact that some of 
the California companies, particularly, have large stocks and have 
not contracted for the entire allotted acreage. 

The CuHarrman. Then, that does work out on acreage allotments 
at about 10 percent, does it not ? 

Mr. Myers. That is about what it would be. 

The Cuatrman. You actually have had an acreage reduction from 

1954 to 1955, but when you go back to 1953, you have had an increase 
of 48,000 acres over 1953. 

Mr. Woot.ey.. That is in sugar beets. 

The Cuarrman, That is what I mean. 

Mr. Myers. That is correct. 

Mr. Horr. But so far as your best estimate of actual plantings, you 
will reduce that by another 40,000 acres. 

Mr. Myers. That is correct. 

And let me put into the record along with this, the statement on 
our production in those years. 

In 1950 we produced 2,015,000 tons of beet sugar. In 1951 it fell 
down to 1,541,000 tons. In 1952 it went down further to 1,519,000 tons. 
In 1953 it rose to 1,872,000 tons, and in 1954, it reached 1,975,000 tons, 
close to the recent peak. In other words, in 1951 and 1952 we were 
between 250,000 and 300,000 tons annually below the 1,800,000-ton 
quota. We exceeded the quotas slightly, 72,000 tons in 1953, and 1954 
was the first time that we really reached well beyond the 1 ,800 ,000-ton 

uota. 
’ The Cuarrman. Do you agree with Mr. Woolley’s testimony that 
the surplus, or the overquota sugar in the beet area now is approxi- 
mately 300,000 tons? 

Mr. ALBerr. Will you yield for a question ? 

Mr. Myers. I would doubt that it would be as much as 300,000 tons 
above normal. What you do have is a problem there, however, Mr. 
Chairman, that some of the companies, particularly the California 
companies, have very heavy inventories because their marketing 
quotas were not up to the level of some of the other areas, and they 
got extremely hi a production in 1954, whereas some of the more 
easterly, for Seishin the mountain areas, were hit by drought in 1954 
and produced small crops at that time. 


The CuatrmMan. Well, now, percentagewise, taking the overall pro- 
duction in the beet area, what percentage is the surplus—what does 
it amount to—less than 20 percent ? 

Mr. Myers. Percentagewise, it would be very, very minor. 

The Cmarrman. Could Fone get that for us by tomorrow morning? 


Mr. Myers. Well, we will try to do so. 

The CratrMan. Showing what the estimated tonnage and the per- 
centage is, and do the same thing with the cane. 

Mr . May we have some more figures? What is the carry- 
over in Puerto Rico in tonnage, and also on the ground ? 

Mr. Myers. I know of no estimate of the amount of sugar that 
is carried over in cane. If there is sugar still in cane—and I know 
there is—it is cane that they have left standing for several years, 
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because they have known what their production quotas were for sey- 
eral years. 

The tonnage in terms of sugar is up, as I recall, to about 165,000 
tons. 

Mr. Aueert. What about Hawaii and Cuba? 

Mr. Myers. Hawaii has a negligible stock of sugar, nothing out 
there of significance. 

Cuba has, as the Assistant Secretary of State, Mr. Holland, pointed 
out, 1,200,000 tons which they are holding off the market in reserve 
because of their tremendous surplus. 

Mr. Atserr. How much in the cane? 

Mr. Myers. They also have a large quantity in the cane because 
they have cut their production down. 

Mr. Avsert. Mr. Chairman, if we do not have it elsewhere, 1 wonder 
if we could have a statement of the total sugar on hand, so far as 
it can be estimated, in all countries, both foreign and domestic, that 
are in the American quota. 

The Cuairman. Will you get that for us? 

Mr. Myers. Mr. Chairman, I could not undertake to get it in all 
countries. It would not be possible. 

The Cuarrman. We will be able to get it before these hearings 
are over. I am sure that there is somebody here from all of the 
countries. 

Mr. Myers. The Cuban representatives are here. They will be 
glad to furnish it, for Cuba. 

The Cuatrman. If you give it for Cuba and the beet-sugar areas 
and Hawaii and Puerto Rico and the Virgin Islands, that will be 
satisfactory. 

Mr. Myers. We will undertake to get it. 

Mrs. Farrinetron. You did not mean, when you asked about Hawaii 
and Cuba, to indicate that Hawaii was a foreign country, did you, 
Mr. Albert ? 

Mr. Apert. Oh, no. I wanted to be sure that we got the entire 
picture. 

The Cuarrman. Could you not get that for us through the organi- 
zation of which you are the chairman ? 

Mr. Myers. We can get it. 

The Cmarrman. We have Peru and Panama and Mexico, and other 
countries that are interested, and were mentioned by the Secretary 
of State. I would like to know what the situation is in those countries, 
if you can supply that. 

Mr. Myers. I think that I can tell you of my own reasonably 
certain knowledge. I can check it later. 

There are no other countries that are holding sugarcane unhar- 
vested. I think Cuba is the only foreign country, at least the only 
one that I know of, that is failing to harvest all of its available cane. 

The Cuarrman. Actually, they overplanted in Cuba knowingly. 

Mr. Myers. The Cuban overproduction really dates back from the 
war period, and a general effort that was made to bring up production 
over a pertod of years. Then following it, when they should have 
been checking back under normal conditions, we had the Korean out- 
break, with another inflationary movement in the world sugar market, 
with this runaway demand that we had, they took the lid off and 
came up with a crop of 8 million tons. 
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The Cuatrman. Thank you very much, Mr. Myers, and thank you, 
Mr. Woolley. 

Mr. Wootiey. Thank you. 

The Cuatrman, Our next witness is Mr. Jose Ramon Quinones. 
Will you come around, please? 

You are president of the Puerto Rico Farm Bureau ? 


STATEMENT OF JOSE RAMON QUINONES, PRESIDENT, PUERTO RICO 
FARM BUREAU 


Mr. Qurnonss. Yes, sir. 

The Cuarrman. Do you have an associate with you? 

Mr. QutnoneEs. Yes, sir. 

The CuamrmMan. Who wishes to join you in the statement? 

Mr. Quinones. No; I will do the talking. 

The Cuamman. You may proceed. 

Mr. Qurnongs. I appear before this committee today as president 
of Puerto Rican Farm Bureau and spokesman for this organization 
and the Association of Sugar Producers of Puerto Rico. 

President Felipe Vidal and executive vice president, Mr. J. B. 
Garcia-Mendez of the Association of Sugar Producers of Puerto Rico, 
are in the audience at this time. I also appear as a lifelong sugarcane 
producer on the island of Puerto Rico and as a citizen of the United 
States. 

The 20,000 sugarcane growers of Puerto Rico join me in expressing 
their appreciation to this committee in taking the time to consider 
the views of the Puerto Rican sugar growers. 

We are in general agreement with the statement made by the Amer- 
ican Farm Bureau Federation. There is one point that we would like 
to bring out clearly with respect to this legislation. 

Section 207 (b) of the Sugar Act of 1948, as amended, limits the 
amount of the Puerto Rican quota that may be filled by direct con- 
sumption sugar to 126,033 short tons, raw value. 

Section 3 of H. R. 5406 provides for this 126,033 tons to be in- 
creased in the same ratio as the general quota rises with the 20,000-ton 
increase and such other increases as may eventuate as a result of the 
growth formula provided in the bill. 

It is the position of Puerto Rico that the full amount of the increase 
in the quota to Puerto Rico should be available for addition to the 
direct-consumption sugar that might be shipped to the continental 
United States. There are no separate quotas for direct-consumption 
sugar for mainland cane or for Seansati sugar beets. 

It is our belief that Puerto Rico, being a part of the United States, 
should be treated in exactly the same manner as the mainland cane 
and domestic beet areas. owever, our request is much more modest 
than seeking equal treatment with the continental areas at this time. 

All we are asking is that the 20,000-ton increase and any additional 
increases as a result of the growth formula be allocated to Puerto Rico 
for shipment into the continental United States as direct-consumption 
sugar, 

Currently we have a direct-consumption refining capacity of ap- 
proximately 450,000 tons and under present circumstances, we are 
only able to utilize about one-half of that capacity of which we can 
only ship 126,033 into the United States. The amount consumed in 

65704559 
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Puerto Rico of approximately 100,000 tons is refined in Puerto Rico, 
While this will not place Puerto Rico immediately on an equal foot- 
ing with continental United States, over a period of years as the 
United States market expands, as we all hope it will, we will gradually 
reach a position where the refining capacity of Puerto Rico is being 
more fully utilized. 

In view of the fact that we are only requesting that the additional 
direct-consumption sugar come from the increased quota, we are not 
depriving the continental refiners of any of their present volume of 
business based upon current Puerto Rican raw sugar quotas. 

Another point on which the interest of Puerto Rico is not exactly 
parallel with that of the rest of the domestic sugar-producing industry 
is raised by the suggested technical amendments to the act. This js 
of importance to Fonte Rico only because of the application of the 
<n quotas, for all practical purposes, only to our 
island. 

The effect of the technical amendments would be to limit the qual- 
ity of raw sugar we may sell under our quran quota. These amend- 
ments are very complicated. They would, however, not only prevent 
our industry from making further technical progress, but in fact 
would turn back part of the progress we have already made. We 
just don’t believe that the Sugar Act was ever intended? to stop tech- 
nical progress in the sugar industry. 

The reason that these amendments would not have practical ap- 
plication in the mainland areas is that those areas have no direct- 
consumption sugar limitations. They are free to sell all of their 
quota in any form they choose. For this reason, the propoant tech- 
nical amendments would be highly discriminatory to Puerto Rico. 

Such amendments are not included in any of those bills pending 
before the committee which are being supported by the domestic sugar- 
producing industry. 

The present terms of the act have worked well for 21 years. There 
seems to be no justification now for including the technical amend- 
ments and thereby adding to the discrimination against Peurto Rico 
which now exists through the direct-consumption sugar quotas, We 
en ae request, therefore, that these new discriminations not be 
added. 

I am sure you members of the committee recognize that this consti- 
tutes an important matter of principle to the citizens of the United 
States in Puerto Rico. Again we thank you for this opportunity to 
present our views. 

If you will allow me to, sir, I will take one-half a minute. 

A few years ago I went to New York and bought a car. I went to 
Chicago. I was looking for the Morrison Hotel. I took a left turn 
where I should not have taken it. This car had my plates on, “Puerto 
Rico No. so-and-so.” A big cop blowed his whistle, and I said to 
myself, “Here is where I am going to jail.” So I stopped the car. 
He came after me. 

He said, “Hey, you, where do you think you are going?” 

I said, “Officer, I do not know. I live far away from here. I do 
not know anything about your laws or rules or regulations.” 

“Where are you from?” 

I said, “Puerto Rico.” 

He said, “Where?” 
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“Puerto Rico.” 

He looked at my automobile plates and said, “God knows where you 
are from. Go ahead.” [Laughter.] 

The Cuarrman. We thank you very much for your statement. 

Mr. Atpert. May I get this straight for my own information? Is 
there any limitation on new sugar refineries that may be built and 
sugar sold therefrom as part of the quota in any State in the Union? 

Mr. Quinones. Not in the Union, but in Puerto Rico we cannot 
refine more than 126,000 tons. This discrimination has been imposed 
in Puerto Rico for the last 21 years. 

Mr. Tt. And now somebody is coming in wanting to limit 
Puerto Rico further—has somebody suggested that ? 

The Cuatrman. They want to continue the thing without permit- 
ting it to increase. 

Mr. Arpert. What about Hawaii? Are they under the same re- 
strictions ? 

Mr. Qutnonzs. I will tell you, when this quota was set, they set a 
quota for Hawaii that only once have they been able to fill it, 

When they set this quota, they set quotas for big sugar people, only 
the ones that were able to fill it. When they set quotas for Louisiana 
and Florida, they set quotas that have never been filled. 

They set our quota lower many times than we could have done. We 
could have gone over that. 

Mr, Arzert. What I am getting at is this, if I understand it right: 
Somebody is trying to keep Puerto Rico from developing their sugar 
refineries and permitting them to have a normal growth. Is that 
right ¢ 

‘ae Quinones. What we are asking is that we be allowed to refine 
more sugar than this quota that we have had for the last 21 years. 

Mr. Aupert. Why are you not allowed to do it? 

Mr. Qutnongs. I cannot understand it. 

Mr. Avsert. I cannot understand any such law as that. 

Mr. Quinones. Neither can I. 

Mr. Apert. Is Hawaii and Colorado allowed to do that? 

Mr. Qutnones. The beet-sugar people and the cane-sugar people in 
the United States can and do refine all of their sugar, everything they 
produce. 

Mr. AtpertT, You are part of the United States. And your average 
income is lower than income on the mainland. It looks to me like we 
would encourage your building down there. I do not understand that 
part of the law. 

Mr. QuinonEs, May I answer that?! 

Mr. Avpert. Yes, sir. 

Mr. Qutnongs. We found out that we are true, loyal American citi- 
zens. When the First World War was declared they applied conscrip- 
tion, this Congress did, to Puerto Rico. 

In the Seond World War this Congress passed a law calling all of 
the men to the Armed Forces again. That law applied to us. 

When the Korean situation came along, they applied conscription, 
and we had more soldiers in Korea than any nation outside of the 
United States, in South Korea, 

Mr. Poace. Will you yield for a moment? 

Mr. Avsert. Yes. 
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First, I just wanted to make the observation that I do not see why 
as a matter of policy, we do not authorize Puerto Rico to start build. 
ing up sugar refineries, to build up their economy. 

Mr. Lovre. Will you yield to me? 

Mr. Poace. My fellow colleague studied in England, was a student 
of British and American history. You will recall there was a king 
called King George IIT at one time. The policy in Great Britain was 
to prevent the American Colonies from manufacturing anything, 
was it not? In other words, it was the policy of the British Govern. 
ment to require that all of the goods shipped from the American 
Colonies be shipped in raw form for processing in Great Britain. Was 
not that the general policy of the British Empire? 

Mr. Apert. You now as much as I do about the history of the 
American Colonies while under British rule. 

Mr. Poace. Was not that really the basis of the American Revolu- 
tion, the fact that the British Government prohibited us from process. 
ing? We were a part of the British Empire, just as Puerto Rico 
is a part of the United States, but they prohibited the Thirteen 
Colonies from doing much manufacturing. Was that not really the 
basis of the economic complaint? 

The Cuarrman. Let us leave King George alone and get back to 
sugar. [Laughter. | 

Mr. Avperr. If we have another amendment to the sugar quota, I 
will tell the gentleman from Puerto Rico that I will favor letting 
you expand your refinery operations, unless I get a lot better reasons 
for not permitting ae to do so than I have now. 

Mr. QutnoneEs. Thank you. 

Mr. Lover. Mr. Chairman, I am glad that Mr. Albert touched on 
that question, because that has bothered me, too. 

It is my understanding, and if I am not correct I want you to cor- 
rect me, that as far as our mainland producers are concerned, they 
are at liberty to dispose of their sugar in any form that they so desire, 
but from your testimony, if I understand it correctly, in Puerto Rico 
you are prohibited— 

In other words, you can sell refined sugar only to the extent of 
roughly 126,000 tons; is that correct ? 

Mr. Qurtnongs. That is correct. 

Mr. Lovre. The rest you have to ship over here as raw sugar! 

Mr. Quinongs. As raw sugar. 

Mr. Lovre. If I understand your testimony correctly, on this in- 
creased consumption, you want your share of it, whatever that might 
be—you want to be permitted to ship that over here as refined sugar 
and not as raw sugar? 

Mr. Qutnones Yes, sir. 

Mr. Lovre. In other words, right along the line that Mr. Albert has 
already talked about. 

Mr. Atsert. Is anybody proposing that? Do you know whether 
anybody has proposed that in any testimony ? 

Mr. Lovki. I want to follow out that question of Mr. Albert's. 


Has anybody been proposing that, to pony knowledge ? 
Mr. Qutnongs. Not that I know of, 
Mr. Lovre. That is all. 


sir. 
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Mr. Harrison. We have an organization here that is known as the 
Sugar Refiners. They have been in the United States for a long time. 
They have a large investment in very expensive equipment. 

When the Sugar Act was constituted, it was provided that the 
United States, because of the great expense that these people had gone 
into for refining sugar, should have the privilege of refining it. ‘Thus 
we have the refiners in the United States. 

Mr. Apert. My point is, if we can build a new refinery in the 
United States, as long as it will be a part of our country, why can they 
not do it in Puerto Rico? 

Mr. Harrison. If new ones were to be built, probably that would 
be true. Whether or not there are new ones being built, I do not 
know, but we do have the machinery here to refine it. It would take 
this product away from our own refiners if it was given to some other 
country. 

Mr. Lovre. If I understand correctly, in Puerto Rico you have 
already refineries to take care of over 150,000 tons; is that correct? 

Mr. Qutnongs. Yes, sir. 

Mr. Lovrr. Today you are utilizing only about one-half of that? 

Mr. Qutnongs. Yes. 

I would like to explain something to Mr, Harrison. 

Mr. Hagen. As I understand it, under this proposal, which you 
endorse, the amount of Puerto Rico sugar refined would be increased, 
not to the extent of the total added amount of sugar coming in 

Mr. Quinones. No, sir. 

Mr. Hagen (continuing). You would actually receive an increase 
in your refining quota, at the same time receive an increase in your 
total quota, but it would not be the total quota increase; is that 
correct ¢ 

Mr. Quinones. Let me explain. I think this answers your question, 
too, Mr. Harrison. 

We have a quota of 1,080,000 tons of sugar; of that quota, we send 
today to the United States without being refined, 964,000 tons. We 
send that here. 

Mr. Harrison. To the United States? 

Mr. Quinones. As raw sugar. They refine that here. 

Mr. Harrison. You have a capacity of 450,000 tons of refined sugar? 

Mr. Quinones. Yes, sir. And we are only using one-half of 1t. 

Mr. Harrison. You are allowed to send that amount here. You 
can refine and sell it on the world market? 

Mr. Qurnongs. No. 

Mr. Harrison. You cannot sell it on the world market? 

Mr. Quinones. No. We are not allowed to sell a pound of sugar. 
Three years ago the world market was higher than the United States 
market, and we tried to sell it. The Secretary of Agriculture did 
not allow it. 

Mr. Harrison. In other words, your refining capacity is only run- 
ning to about one-half of its capacity ? 

Mr. Quinones. Yes. If they allowed us to do what we are asking 
in this bill, we will not take a pound of sugar out of the refineries of 
the United States that they have today, because we ask only to be 
allowed to refine whatever advance quota we might get. 

Mr. Harrison, Your increased quota? 
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Mr. Quinones. Yes, sir. 

The Cuarmman. Thank you very much. 

Mr. Anruso. I would just like to get this point clear. You have 
the capacity of 450,000 tons. If we followed your suggestion, how 
much more than the 126,000 tons would come into the United States 
as refined sugar ? 

ai Qurnongs. They give us 20,000 more for our quota than we are 
asking. 

ig Ce That is all it would be? 

Mr. Qurinongs. And the part that we will get out of the 55 percent 
of the increased consumption, that is all we will send here refined, 
but the refiners here would get the very same amount of sugar from 
us they are getting today. 

Mr. Anruso. May I congratulate you for your very fine statement. 

Mr. Frrnoés-Isern. I understand that the Sugar Act was passed in 
1934, and at that time consumption in the United States was about 
6 million? 

Mr. Quinones. Yes, sir. 

Mr. Fernés-Isern. Is that your recollection ? 

Mr. Qurnonzs. Yes, sir. 

Mr. Fernés-Isern. It is now nearly 84% million? 

Mr. Qurnonzs. Yes. 

Mr. Fernés-Isern. And all of that sugar, whether produced in the 
mainland or in the offshore areas of the United States or foreign 
countries, is brought in raw and refined in the mainland except for 
the quota which was given to Puerto Rico in 1934, and the quota 
given to Cuba—I do not remember the figure—and all of the increase 
in those 21 years has been added to the mainland, but not one pound 
to Puerto Rico? 

Mr. Qutnonzs. That is true. 

Mr. Frrnés-Iszrn. In other words, we are now producing 1,080,000 
tons of sugar out of which we still refine only this amount, and any 
increase in our quota would have to be sent up to the mainland to be 
refined, and not 1 pound of that increase of our own sugar would be 
allowed to be refined in Puerto Rico; is that correct? 

Mr. Quinones. Those are the true facts. 

Mr. Frrnoés-Isern. Hawaii has solved the problem in establishing 
its own refinery in California. Perhaps Puerto Rico should establish 
one in New Jersey. 

Besides the question of the quota, what you are or. for is that 
the present amount of raw sugar bong 8 eet from Puerto Rico 
=n is 954,000 tons, not be reduced. You think it should continue 
to come in as raw, not to deprive the mainland of anything they have. 

In addition, they will have the added quotas in the mainland and 
the added participation of Cuba. 

What you are saying is that what we increase through the growth 
formula in our general overall quota, the addition to the quota, at 
least, that we should have that, so as to gradually increase our refined 
sugar quota in Puerto Rico, and maybe in 10 years we will reach our 
present refining capacity. Is that it? 

Mr. Qurnonzs. We hope so. We have to put our people to work 
and earn a decent living, like any other American citizen. 

Mr. Fernos-Isern. I mean, that is your proposition; is it not? 

Mr. Quinones. Yes, sir. 
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Mr. Fernos-Isern. On the question of the recommendations made 
and the bills before us, do you think that those technical changes in 
the definitions and the added requirements and the provisions will 
result in a more strict application of the limitation of refined sugar 
in Puerto Rico? 

Mr. Quinones. There is no doubt. 

Mr. Ferno6s-Isern. That is your objection ? 

Mr. Quinonzgs. Yes, sir. 

It will only hurt Puerto Rico, and no other. 

Mr. Hut. I go along with the gentleman. This is no time to change 
those definitions of what is 98 percent polarization or what is 96 

ercent. 

. What we are all talking about is just a simple bill. That is what 
we introduced. I am sure that we come much nearer — the bill 
through the House and the Senate if we stick to a simple bill. 

I go along with that. We do not want any of these new definitions 
because we will only get into difficulty. 

The CHaIRMAN. thank you very much. 

Mr. Quinones. Thank you. 

The Cuarrman. The next witness is Mr. Arthur L. Quinn, of the 
refined sugar industry of Puerto Rico. We shall be very glad to 
hear from you now, Mr. Quinn. 


STATEMENT OF ARTHUR L. QUINN, WASHINGTON, D. C., ON BEHALF 
OF THE REFINED SUGAR INDUSTRY OF PUERTO RICO 


Mr. Qurnn. Mr. Chairman and members of the committee: Could 
Iclear up very briefly for about 2 minutes some questions that I think 
should be cleared up? 

The CHAmRMAN. Ves, sir. 

Mr. Qutnn. Both the administration’s bill, the so-called adminis- 
tration bill that you have before you here, and the 28 bills referred 
to by Congressman Hill recognize a formula for increasing Puerto 
Rico’s direct consumption of refined quota approximately 2,300 tons 
ayear. That is arrived at by virtue of the fact that as Puerto Rico’s 
participation in the growth formula increases the relationship of the 
refined quota as it is in the act now to the overall quota will increase 
Puerto Rico’s direct consumption quota proportionately which will 
be about 2,300 tons. 

Under the growth formula Puerto Rico, let us say, will pick up 
about 15,000 tons a year, so that both the administration bill so- 
called, and the 28 bills referred to by Congressman Hill means this: 
that under those bills both the Government and the industry as rep- 
resented in these other bills agreed to the extent that Puerto Rico 
should in its growth formula pick up approximately 2,300 tons a year 
additional relna. 

The CuHatrmMan. 2,300 or 23,000? 

Mr. Quinn. 2,300. 

To go back to a question asked by Congressman Albert, the fact 
that this figure is fixed at 126,000 tons, sir, that is the figure that we 
reached in 1934. They froze it there. We have protested that bit- 
terly before this committee many, many times. It means this roughly 
that the consumption of sugar in the United States has gone up since 
they had controls originally from 6,800,000—let us say that is about 
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the consumption figure back in 1934—and it is now up to 8,200,000, 
and the figure 8,350,000 is talked about in this bill. 

Of course, the beets and the cane for the respective areas have 
benefited by that increase, but the figure of 126,000 remains fixed as 
of 1934, so that the Puerto Rican refining. industry has not benefited 
1 ton in the last 21 years. 

The Cuatrman. That is what I was going to ask you. That has 
been going on for 21 years and you have not been able to increase your 
refining capacity in 21 years? 

Mr. Quinn. That is right. Under the administration bill, if you 
adopt the new definition of direct consumption of sugar in that bill, 
the 126,000 tons is going to be penalized further to the extent that 
is made up now of white sugar in crystal form, but under this new 
definition that they have proposed in the administration bill they 
would tuck in liquid sugar on which there are no restrictions from 
Puerto Rico today. 

I would like to take up from there on and explain to what extent this 
new definition on direct consumption as proposed by the administra- 
tion would hurt the three existing refiners in Puerto Rico, 

The CuatrMan. You may proceed. 

Mr. Quinn. I appear in opposition to one of the amendments sug- 
gested by Mr. Lawrence Myers in his testimony before this commit- 
tee on Wednesday. I refer to his second recommendation relating to 
amendatory language concerning the definition of the term “direct- 
consumption sugar.” Mr. Myers would include Puerto Rican direct- 
consumption liquid sugar under the terms of his proposed definition, 
as direct-consumption sugar to be charged to the Puerto Rican direct- 
consumption quota. 

I speak for all the refiners in Puerto Rico—100 percent of the Puerto 
Rican white-sugar industry, viz, Porto Rican American Sugar Re- 
finery, Inc., Western Sugar Refinery, and Central Roig Refining Co. 

The application of Mr. Myers’ suggested change in the definition of 
direct-consumption sugar would place in jeopardy the allotments of 
Puerto Rican direct-consumption sugar in erystal form, now allo- 
cated to Puerto Rican refiners of white sugar, who have marketed 
such crystal white sugar within the limits of the Puerto Rican direct- 
consumption quota, during the existence of Federal sugar legislation, 
viz, 20 years. 

Puerto Rico’s direct-consumption sugar quota is small but very im- 
portant to those who share it and have been so sharing it for 20 years, 
It is fixed at 126,033 tons. The smallness of that quota has been 
strongly contested before this committee several times. This quota 
is included in and counted as part of the island’s continental market- 
ing quota of 1,080,000 tons. 

t is approximately 11 percent of the island’s continental mar- 
keting quota. 

Puerto Rico has never manufactured liquid sugar. None is being 
made now. I know of no one in the island who is seriously contem- 
plating making it either for local consumption or for the continental 
market. With the exception of the 126,033 tons of white sugar re- 
ferred to, Puerto Rico sells its entire quota in the United States in the 
form of raw sugar, for further processing here on the mainland. In 
the event a process is developed and advantage is taken of such process 
so that a Puerto Rican company could market directly to continental 
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consumers, so-called direct-consumption liquid sugar, the Department 
of Agriculture wants that liquid sugar charged to Puerto Rico’s small 
direct-consumption quota, which quota has been made up of white 
sugar in crystal form, lo! these more than 20 years we have had Fed- 
eral sugar legislation. One could build a relatively cheap liquid- 
sugar plant in the island and could come forward and, based on his 
facility alone, demand an allotment for the continental market. 

Once given an allotment on ability, the following year and there- 
after, he could demand an allotment on ability and history and thus 
pyramid his position and wipe out the existing direct-consumption 
allottee’s positions and ultimate participation in the island’s con- 
tinental direct-consumption quota. I submit it is quite late in the 
game for a new type of sugar product to find its way into direct- 
consumption channels here in the United States market, at the expense 
of those who have been sharing in the quota system since the time sugar 
legislation was put on the statute books. The Department of Agri- 
culture should not espouse any change in the Sugar Act to permit 
such a possibility to arise. 

I would like to briefly trace the status of the liquid-sugar problem: 

In 1937, in hearings before this committee, the continental refiners 
urged an amendment to provide quota restrictions on liquid sugar 
of any type being marketed in continental United States from insular 
areas. Under the language of the amendment offered, Puerto Rico 
would have had a liquid-sugar quota of zero. (See hearings on H. R. 
5326, T5th Cong., 1st sess., docket No. 156, p. 259.) The House 
Agriculture Committee rejected that suggested amendment. During 
the subsequent years and right up to this very hearing, no suggestion 
has been made either by continental refiners or by the Department of 
Agriculture officially, for any change in legislation affecting liquid 
sugar; nor has anyone attempted to make liquid sugar in Puerto 
Rico all these years. There were rumors about 2 years ago but they 
were just that—rumors. 

Last October, at the suggestion of Mr. Lawrence Myers, a task 
force composed of representatives of the domestic sugar industry was 
set. up ad this matter of liquid sugar from insular areas was one of 
the problems considered by that task force. The task force wrestled 
with the problem from October 1954 until April of this year and 
the chairman rendered a report showing no agreement on the alleged 
problem of liquid sugar from insular areas. I was a member of that 
task force. Now here we are with hearings and it has been suggested 
that one of the problems on which Congress should include amenda- 
tory language to the existing Sugar Act relates to Puerto Rican liquid 
sugar for direct consumption on which industry, after considering 
the problem for 6 months, couldn’t agree, but it is suggested that 
Congress agree on something that industry failed to reach an agree- 
ment on. 

I submit, first of all, no need for such an amendment exists. I 
submit that the proposed legislation before you is for an extension of 
6 years. It is not permanent legislation that is being considered here. 

I further submit that if the threat that the Department wants to 
allay—and that’s all it amounts to is a threat—if such a threat really 
materializes, the Department, and any affected party for that matter, 
can come to Congress and request relief and in any event, all inter- 
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ested and affected parties to this Sugar Act will be back here 5 or 6 
years hence. 

But, above all, I submit that the adoption of the suggested amend- 
ment would place in grave danger and severely jeopardize the allot- 
ments of white-sugar manufacturers in Puerto Rico, who have shared 
the small quota of 126,033 tons for over 20 years. 

Puerto Rico would like a larger white-sugar quota in the conti- 
nental market. However, Puerto Rican refiners do not want that 
larger white-sugar quota at the expense or risk of complete disruption 
of their existing participation therein and the possible ultimate elim- 
ination of the island’s white-sugar manufacturers from their small, 
very small, participation in the continental market. 

I urge the rejection of Mr. Myers’ suggested amendment relating 
to the definition of direct-consumption sugar and the retention of 
the existing definition in the act. 

The Cuarrman. We thank you very much, Mr. Quinn. I would 
just like to say that I do not believe that this committee will do any- 
thing that might possibly result ultimately in eliminating Puero Rico 
from the refined-sugar picture. I am inclined to agree with the views 
expressed by Mr. Albert. 

I think it is very unfortunate that something has not been done 
about this before. I would certainly be inclined to rearrange the 
program so as to permit these nese in Puerto Rico to expand the 
industry which is so vital to the life and welfare of the people of that 
island. And I am sure that members of this committee appreciate 
the interest and the interest shown by the distinguished representative 
from Puerto Rico and others in bringing this matter to the attention 
of the committee. 

I am sure that the committee will give Pre consideration 
to the views you have so very well expressed. I want to congratulate 
you on the statement you have just presented. 

Mr. Huu. The only thing that I want to say to the witness is that 
the bill before this committee is H. R. 5406. 

The Cuamman. And a few others. 

Mr. Hix. We have been considering H. R. 5406. 

The Cuarrman. We have been considering all of them. The sec- 
tions that the witness is speaking about are not before this committee. 
They were suggestions, not a bill, They were brought here as the 
recommendation of the Department of Agriculture; were they not! 

Mr. Quinn. I think you are referring to the section on page 3 of 
H. R. 5406, Congressman Hill, at the bottom, starting on line 23. 
You will see some language there, section 207 (b), and that amenda- 
tory language in H. R. 5406 would bring about the working of the 
formula that I related in the first part of my testimony ; namely, that 
it would result in Puerto Rico picking up approximately 2,300 addi- 
tional tons a year white sugar from here on in from the time the bill 
is adopted. 

Mr. Huu. Very well. 

Mr. Poager. In the first place, is Puerto Rico’s domestic consump- 
tion included in that.126,000 tons? 

Mr. Quinn. Local, sir? 

Mr. Poags. Local. 

Mr. Quinn. No, sir; it is not. 
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Mr. Poage. Can the Puerto Rican mills produce all of the white 
sugar that they can sell in Puerto Rico? 

Mr. Quinn. They do. They sell approximately 120,000 tons, and 
that is produced in Puerto Rico. 

Mr. Poace. And then in addition to that they send this to the con- 
tinental United States? 

Mr. Quinn. One hundred and thirty-six thousand. 

Mr. Poace. Making it 226,000 roughly? 

Mr. Quinn. That is correct. 

Mr. Poagg. Of that produced? 

Mr. Quinn. Yes, sir. 

Mr. Poacre. You made some reference to the fact that this was a 
6-year extension. Do you think it ought to be a 6-year extension? 

Mr. Quinn. I am really not the competent witness to say. Yes; I 
would say 6 years. 

Mr. Poagg. It rather seems to me that we have had the experience 
here of finding these long-time extensions do get us into trouble. In 
1948, apparently all of the domestic producers, including Colorado 
and Louisiana and all of the rest of them thought that they were 
getting a good trade by trading off their 55-45 formula and getting 
a fixed formula, which they did not think they could reach, and even 
in 1951, was it not, when we renewed the act, extended the act, they 
still thought it was a good trade and continued it for another 5 years. 

It was not until 2 or 3 years of that 5 had gone by when they found 
world conditions eal to where they had made a bad trade. That 
is why they are back here, because they found that the conditions 
changed, is that not right ? 


Mr. Quinn. We are back really from abnorml] to a normal period. 


We see a normal period ahead of us. The very nature of it was re- 
quired in plantings, advanced plantings in the various areas, and that 
would demand a minimum of 6 years. 

Mr. Poagg. Does not the very fact that you are going to get, the 
one certain thing about normal is that you are going to have changes? 
We do not know what they will be. That is the one thing we know, 
that conditions will not remain static. 

Within a 5- or 6-year period we know that conditions will change 
to where they will not be the same as they are today. Actually, this 
is more than that, because if we pass this bill this year we will pass 
it way beyond the period of time of this effective date. So you have 
to get more than 6 years here. 

You are trying to project the judgment of the present generation 
a good long distance down into the future; are you not? 

Mr. Quinn. I would say no. I just do not think you can fix it any 
less than 6 years. Going back to my other answer, namely, because 
of the advance planting that has to take place on the part of the 
growers in the beet and cane areas. 

Mr. Poaae. I know it does not do us much good, but we are having 
your commitment now then if we pass this bill like you are asking 
us re will not be back here asking us to change it within a 6-year 
peri 

Mr. Quinn: I can only speak for myself. I hope you give me the 
relief I want, anyway. 
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Mr. Poace. That is the way with everybody. They want to pass 
this so that it will be binding on the other fellow, but if they get in 
trouble they want to come back and get relief. 

Mr. Quinn. The other witnesses in this committee will answer that 
question for you also. There will be witnesses tomorrow who no 
doubt will answer that question more intelligently than I have. But 
my answer is this, namely, that it should be at least 6 years because of 
the advance planting and the investment that it takes on the part 
of the various growers of beet and cane areas. 

Mr. Poace. I understand. All I am trying to do is to see if you are 
willing to tie yourself down to that 6-year period and not come back 
here asking us to change it within that time. I am perfectly willing 
to make it for 60 years, if you folks are willing to be bound that long, 
put I know that you cannot live under it that long. 

Mr. Quinn. I will go along for 6 years. I will take a chance on 
60, too. 

Mr. Avpert. Is there anybody from Puerto Rico who could supply 
the committee with data on the amount of carryover of sugar in 
cane? 

Mr. Quinn. I will see that that is put in the record, the actual cane 
sugar. 

Mr. Aubert. The Department will furnish the sugar, I believe. The 
total carryover, I assume. 

Mr. Quinn. As of today? 

Mr. Apert. It is sugar plus cane. 

Mr. Quinn. As of today ? 

Mr. Avpert. Yes. 

Mr. Quinn. That will be put in the record. 

Mr. Warts. Not that I anticipate that anybody will do it, but in 
the event that somebody should start a liquid sugar manufacturing 
plant in Puerto Rico, could that sugar under the present law be ship- 
ped into this country ? 

Mr. Quinn. Yes, sir. 

Mr. Warts. And against which quota would it be charged ? 

Mr. Quinn. Overall. 

Mr. Watrs. Would it be deducted under the present law ? 

Mr. Quinn. It would be counted as quota sugar. 

Mr. Warts. I know it would be counted as quota sugar. Would it 
be counted as part of your raw sugar or as part of your refined 
sugar ? 

Mr. Qutnn. As a part of your raw sugar, sir. 

Mr. Warrs. And your fear is that with the amendment it would be 
charged as a part of the refined sugar? 

Mr. Quinn. What they call “liquid for direct consumption.” 
There is no doubt about it. Under this amendment this proposed 
amendment, liquid. sugar for direct consumption would be charged 
against the 126,038 tons. 

Mr, Warrs. Under the present law? 

Mr. Quinn, That would be charged. 

Mr. Warts. The way that you would rather it would remain is 
liquid sugar for human consumption and it would be charged against 
your raw sugar quota ? 

Mr. Quinn. Yes. 
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Mr. Warts. What do you attribute the desire of the Department 
to, to have that amendment adopted—what is back of it? 

Mr. Quinn. There has been some talk about improved technique, 
making it possible to make liquid sugar in insular areas and bringing 
it in here. Frankly, one of the big problems involved is transpor- 
tation. I have not heard of anybody who has been able to come up 
with a formula and can lick the transportation problem on liquid 
sugar for direct consumption. 

This is just another attempt on the part of the seaboard refiners to 
plug what they think is an existing gap in the law. If sugar comes 
in here for direct consumption in any form, liquid, crystal, or any 
form, it should be decal to the existing direct-consumption quota 
and this proposed amendment by the Department is to fill that so- 
called leak, they think. None has come in. None has been made. 

I know of no one in the island that contemplates making liquid 
sugar either for direct consumption here or to be brought up here for 
further processing. 

Mr. Warrs. That clarifies it. 

The Cuarrman. Thank you very much, Mr. Quinn, for your very 
fine statement. 

Mr. Quinn. Thank you. 

The CHatrmMAN. We will stand adjourned until 10 o’clock in the 
morning. : 

(Thereupon, at 5 p. m., the committee adjourned to reconvene at 
10 a. m., Friday, June 24, 1955.) 
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FRIDAY, JUNE 24, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CHarrman. The committee will be in order. 

We will continue with the hearings. 

The Chair, without objection, will insert in the record at this point 
a statement by Congressman Orvin B, Fjare, from the Second District 
of Montana, 

(The prepared statement of Hon. Orvin B. Fjare is as follows:) 


STATEMENT BY HON. ORVIN B. FJARE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MONTANA 


Mr. Fsare. Mr. Chairman, I am both proud and happy to be able 
to speeee today before this distinguished committee on behalf of my 


bill, H. R, 5475, which would give the domestic sugar industry recog- 
nition of its role in supplying the increasing demand for sugar in our 
expanding economy. 

My bill and other identical bills are of major importance to the 
diversified farmer of the West, and especially to the citizens of my 
home State of Montana and the Second or Eastern District which I 
am proud to represent. 

With our steadily and rapidly increasing population in the United 
States, the demand for sugar continues to rise. Yet the domestic 
sugar producer fails to share in this expanding market under our 
present Sugar Act. This means that the Montana sugar beet grower, 
for example, is being treated more like a colonist than the foreign 
producer. Certainly we must realize the need for foreign trade, but 
not at the complete expense of our own people. Montanans and other 
sugar growers in the United States are paying a penalty for progress 
under the system which my bill seeks to change. 

Sugar beet growers have a heavy investment in equipment and their 
expenditures constitute an important part of our national economy, 
especially in the rural areas of our Nation. 

This is no attempt to cut down imports, but merely legislation to 
allow the home folks to share in the growth of our Nation. I would 
help check the decline in domestic producers. The number of beet 
growers, for example, has declined Rom 56,000 to only 23,000 under 
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the present Sugar Act, and the present production will continue this 
drop or else force uneconomic units. 

Also, I see no reason to continue to add to the supply of crops already 
in surplus. If more acreage is diverted from sugar beets or sugar- 
cane, 1t will mean more crops grown for storage rather than con- 
sumption. 

The citizens of 24 States will be watching this Congress, along with 
people in American island territories, to see whether we will recog- 
nize American progress for Americans. 

The Cuatrman. Mr. Dawson, of Utah, desires to make a statement, 

Mr. Dawson. I should like to present my statement on the pending 
sugar legislation at this time for the record. 

The CuatrMan. Without objection, you may present the statement 
for the record and it will be included. 

(The prepared statement of Hon. William A. Dawson is as follows :) 


STATEMENT BY HON. WILLIAM A. DAWSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF UTAH 


Mr. Dawson. Mr. Chairman, I want to take this opportunity to 
thank the committee for giving me this opportunity to testify in 
behalf of the domestic producers of sugar in the United States. 

The time for action on this measure is now. The American beet 
and cane sugar grower has suffered long enough at the hands of legis- 
lation that prohibits him from sharing in the increased market for 
sugar—a market created by his friends and neighbors, but, to date, 
a market of benefit only to Cuban sugar producers. 

Try as I may, Mr. Chairman, I cannot work up any sympathy for 
Cuba’s position on this legislation. This legislation does not take 
away 1 pound of Cuba’s existing sugar quota. The only question 
facing this committee is, should the American farmer be put out of 
business in order that Cuba can expand its sugar production to meet 
increased consumption in our own country. 

Mr. Chairman, beet sugar producers in my area are hard pressed. 
Sugar beets are a major cash crop. Acreage cuts are income cuts. 
When these cuts are ordered solely for the benefit of increasing the 
wealth of a Cuban producer, something is vitally wrong with the opera- 
tion of our law. 

Cuba has been given 7 years of monopoly on our increasing sugar 
consumption. Perhaps when this present act was adopted in 1948 
this action was justified to permit Cuba to readjust to a peacetime 
economy. I personally think Congress was overgenerous to Cuba at 
that time. Now we have to face up to the fact that the legislation 
is operating to put our own farmers out of business. If we are to 
prevent this, Congress must act, and act soon. 

The Cuarrman. Yesterday I called the list of the witnesses. I over- 
looked Mr. R. J. Badeaux, of the Louisiana Farm Bureau Federation, 
Inc. We will be glad now to hear from you, Mr. Badeaux. 
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STATEMENT OF R. J. BADEAUX, ORGANIZATION DIRECTOR, 
LOUISIANA FARM BUREAU FEDERATION, INC. 


Mr. Bapeaux. Mr. Chairman and members of the committee, Con- 
gressmen, we are grateful of this opportunity to appear before your 
committee to present the views of the Louisiana Farm Bureau Fed- 
eration with respect to amending the 1948 Sugar Act, as amended, 
and specifically in support of provisions in H. R. 5406. We repre- 
sent 55 organized parish farm bureaus and 16,838 farm families of 
Louisiana. 

Louisiana Farm Bureu is on record favoring establishment of (1) 
statutory quotas consistent with American sugar farmer’s ability to 
produce, (2) provisions that would give American farmers equal con- 
sideration in increased = oe ata needs and opportunity to supply 
these needs, and (3) flexibility within the caikeaina mechanism of 
the law that would provide for reallocations of deficits to other do- 
mestic areas consistent with their ability to supply any domestic area 
deficit. We are happy to know that these three provisions are in H. R. 
5406 and are in agreement with other domestic producing areas in 
support of this proposed amendment to the Sugar Act. My testi- 
money, however, will be directed principally at justifying the main- 
land cane area’s consideration as proposed in this amendment. 

You need not be reminded that American produced sugar is not a 
surplus commodity. We believe this point to be significant when we 
are today faced with (1) ever-increasing surplus of other farm com- 
modities in Government storage and possession, (2) continued reduc- 
tion in American farm income, and (3) continued high farm costs for 
the products of labor and capital that supply this great country’s farm 
needs, 

The mainland sugarcane industry in Louisiana and Florida may be 
considered little business; however, it reflects an annual $73 million 
industry at today’s raw sugar price levels. We have been affected by 
cuts of 18 percent in the most recent 2 years. Continued and further 
rigid restrictions in production and marketing will seriously affect the 
entire economy of this area. In Louisiana, we know that labor receives 
between 42 and 53 percent of our total sugar income. Industry re- 
ceives in excess of 25 percent for machinery and equipment. Un- 
less just legislation is enacted to insure against dislocation of this 
multimillion dollar industry, we can certainly accept the consequences 
of reduced farmer purchasing power for the goods of American labor 
and industry. 

We are in urgent need of the 80,000-ton increase in statutory quotas 
to justify improvements in technology, efficiency, in farming methods, 
applied research, and temporary concessions granted Cuba in 1948. 
For the past 7 years (1948-54 inclusive) the mainland sugarcane area 
of Louisiana and Florida has produced an average of 310,000 acres. 
To clearly represent the relationship between these points and our 
plantings let us observe the statistics related to acreage harvested for 
sugar. 

The main purposo there is to show that we have not continued to 
increase our acreage, while this condition of excess sugar has piled up 
on us, 
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Sugarcane harvested for sugar, mainland sugarcane area, 1948-54" 





1,000 acres harvested 1,000 acres harvested 


Louistana| Florida | Total Louisiana} Florida Total 


ee 


35 43 318 
37 44 3% 
37 310 7 39 296 
39 297 


1 USBSA, Jan. 17, 1955. 
2 Preliminary. 

These figures, we believe, clearly indicate that increased sugar pro- 
duction in the mainland cane area is not the result of increased plant- 
ings but rather the result of application of efficient farming methods 
resulting from applied research and other improvements in tech- 
nology. 

During these same years, we have experienced production of sugar 
in excess of quotas, provided by law, increase from a normal figure 
to one today that reflects near 40 percent of our 1955 marketing quota 
as reflected in the following table: 


Mainland cane area: Production and inventory data 


{In thousand tons] 


|| 


| ~ 
ope ase: Jan. 1 stocks / | Maced. | Zam. 2 stocks 


| 


du du 


That table shows from the years 1948 to 1955 the production in thou- 
sand tons, and that figure has gradually risen, while the table just 
previous to that shows that our acres remained relatively constant. 
And at the same time it shows where we have moved out of the 
position of what has been considered normal carryover of some figure 
in there of sixty or seventy thousand tons, to where in 1955 the figure 
is 298,000 tons. 

It is our understanding that other domestic areas are faced with 
the same situation in these fields and for these reasons support their 
requests for increased quotas as well. We, in the mainland cane 
area, have produced in excess of 20 percent above our quota for the 
last 3 years. In 1954, we produced 615,000 tons on less acres than 
we produced 477,000 tons in 1948. Our critical supply situation, we 
believe, points up how far we have gone to compromise our differences 
with foreign producers in that we have needed this type legislation 
since last year, yet agreed with others in the industry to delay our 
requests until this year. We can no longer afford to delay action 
and suffer strangulation. Amending the Sugar Act in 1955 to pro- 
vide for increases in marketing quotas would be doing for domestic 
producers of sugar what Congress did for Cuba in the 1948 Sugar Act. 

I think it was generally conceded by all in the industry at that time 
that we felt about the same way that was provided in the law, with 
reference to set quotas, rather than the prevailing provision. 
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We also support the provision in H. R. 5406 that would grant 
domestic producing areas 55 percent of the increased needs of sugar 
as would be reflected in population growth. It is our feeling that 
this growth provision should become effective in 1955 on all United 
States sugar estimates of consumption in excess of 8,388,000 tons. 

Initial estimates of requirement for 1955 of 8,200,000 tons is exactly 
1 million tons more than the 1948 requirements. Some forecasts indi- 
cate final requirements of 8,500,000 tons for 1955. When these facts 
are reviewed, we can readily observe that on this basis the proposed 
amendments would not reduce Cuba’s present quota. It will permit 
American sugar producers, Cuba, and other foreign countries the 
opportunity to share the United States sugar market. 

Our position in support of reallocation of domestic deficits giving 
other domestic areas first consideration can hardly be considered un- 
reasonable, All this would do is afford domestic producers the op- 
portunity to enjoy expanded market outlets if some catastrophe or 
other serious dislocation occurred, such as flood, storm, freeze, or the 
like. 

If these three basic changes herein referred to are considered favor- 
able we would support extending the amended Sugar Act to Decem- 
ber 31, 1962. 

Our appeal to you in behalf of the Louisiana sugarcane farmers 
specifically and the entire domestic industry generally is not for a 
piecemeal, unsound, handout approach to the problem. All we are 
requesting is just legislation as H. R. 5406 would provide that will 
restore to American taxpayers the opportunity to produce an agri- 
cultural commodity—sugar—in a fashion that will insure opportunity 
and the kind of assurance our industry needs such as has been afforded 
our foreign competitors. We agree that trade relations with foreign 
countries be given consideration when legislation of this nature is 
being reviewed. 

Never would we minimize the value of our trade with Cuba. We 
are ever grateful and want to assert our sincere appreciation for the 
trade volume exchange of this good neighbor. Let us not forget, 
however, that the United States is not the only nation that profits 
from this relationship. Through the media of the Sugar Act, Cuba 
enjoys a favorable trade relationship with the United States. Un- 
fortunately our trade with Cuba concerning sugar is not the only 
consideration that needs observation. 

To understand completely what I refer to, let us look at our trade 
with this nation in rice and see if we have been accorded the same 
concessions others in this hearing would have Cuba enjoy. 


Cuban rice production 
Million pounds 
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In this table I have reproduced here pointing up the production 
of rice in Cuba, which was at a low level of 122.6 million pounds for 
the 1945-49 period, and today where their production is 375 million 
pounds. Whereas at the same time, 1945-49, we were exporting 
to Cuba 4,923 million pounds, whereas today we have a reduction 
in 1953, the last figure, actually it was 4,755 million pounds. What 
we are talking about here that actually as Cuba has tripled their pro- 
duction in rice our exports to Cuba in rice have just about depreciated 
in that amount. 

While Cuban rice production increased 300 percent, American rice 
exports to this country decreased in an amount almost consistent with 
their increase. On the one hand we have limited domestic sugar pro- 
duction in favor of this nation that has simultaneously reduced our 
rice exports to them. 

Opportunity and freedom afforded American farmers and others 
in little business have, in our estimation, made the United States the 
bulwark of democracy the world over. To transfer this opportunity 
to foreigners at the cost of United States citizens threatens the very 
existence of freedom and democracy. 

Your favorable consideration of these changes in the Sugar Act 
would be sincerely appreciated. 

Thank you. 

The CHarrman. We thank you very much for your statement. I 
would like to ask you one question. You are in accord with the 20,000- 
ton provision contained in some of the legislation now under consid- 
eration, are you, with the right of Puerto Rico to refine that sugar? 

Mr. Bapraux. Yes, sir. I think in my statement I made the point 
that we are in agreement with the rest of the group of the industry on 
those points included in that bill and similar bills. 

The Cuarrman. Are you in accord with the provision made for the 
beet producers, too ? 

Mr. Bapravux. Yes, sir. I made it clear that I was trying to bring 
the point of the Louisiana farmers to you in this statement. 

The Cuarrman. And particularly with reference to rice, what. was 
your point there? You made some statement about losing exports on 
rice. 

Mr. Bapeavx. I pointed out this, Mr. Chairman, that in 1953 when 
Cuba tripled their production over the 1945-49 period, our exports 
to Cuba had been reduced about consistent with what their increase 
had been, the increase in production. 

The Cuatrman. But you are still exporting a lot of rice to Cuba, 
are you not? 

Mr. Bapraux. Yes. 

The Cuarrman. And Cuba is developing its rice production? 

Mr. Bapgavx. Yes, sir. 

The Cuarrman. Certainly, that seems to be in the interest of the 
Cuban economy for them to diversify their agriculture and to reduce 
sugar and increase rice and perhaps other crops that they can grow. 

Mr. Bapeavx. That is correct but however, Mi . Chairman, my point 


was that if we are going to talk about the question of getting into 
trade relationship and what is fair for countries, what I was trying 
to make plain was that here, let us look at the whole agriculture as it 
affects the American farmers when we talk about trade with these 
nations. 
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The Cuatrman. Do you happen to know just what the surplus is in 
Louisiana and Florida? What do you consider it to be? 

Mr. Bapravux. Mr. Chairman, I quoted figures here in the table that 
point out that our effective January 1, inventory was 298,000, that is 
January 1,1955. Those are United States Department of Agriculture 
figures, 

‘I think that the only deduction you can make there is what have 
you normally been carrying, and that is in the table, too. And then 
jook at our position today on that same subject. 

The Cuarrman. Were you here yesterday and the day before? 

Mr. Bapravux. Yes. 

The Cuarrman. You heard the testimony offered by Mr. Holland 
and Mr. Morse ¢ 

Mr. Bapgavx. Yes, sir. 

The Cuatrman. I want to say to you and others, particularly, from 
those areas, Louisiana and Florida, I do not believe that any Member 
of Congress could have been more diligent and demonstrated more 
interest in the problem of the Louisiana and Florida sugarcane pro- 
ducers than have Mr. Boggs and Mr. Willis. ‘They have done every- 
thing they possibly could. They have been in constant contact with 
members of this committee. 

I want to say to you, too, that we have not deliberately delayed 
these hearings. This morning I have received for the first time a 
report that I requested in April on the bill. It was pointed out 
yesterday by Mr. Hope, who was the former chairman of this com- 
mittee, that the customary procedure is for the department of the 
Government involved to send a report. When Mr. Willis and Mr. 
Boggs became so insistent that we start these hearings, we started 
the hearings, and rearranged the schedule, so that we could have the 
hearings, notwithstanding the nonreceipt of this report, which I have 
just received. 

I want you to know that the committee is interested in the problem. 
We have not attempted to minimize its importance, and we are now 
conducting these hearings in the hope that some relief might be af- 
forded if we can agree on a bill. Whether we will be able to agree on 
a bill, I do not know, but I do want the people to know that not only 
Mr. Willis and Mr. Boggs have been interested, but every member of 
this committee in whose district or State sugar is produced—in any 
State—they have been constantly on the job trying to do what they 
could to bring to some conclusion this subject, in the hope that some 
relief might be afforded. 

Mr. Stmpson. This committee at the present time and in the past 
has always followed the recommendation of the Department of 
Agriculture. 

The Cuarrman. As Mr. Hope pointed out, customarily we do re- 
quest the report. And, if possible, we wait until we receive the report. 
I am not blaming the Department for not reporting earlier, but I 
do want you to know, and others to know, just what has happened here 
in recent months. Had we called these hearings in February we 
probably would have been in worse shape at that time than we are 
now, beeause in January, and February, and March, in those months, 
the State Department and the Department of Agriculture had not 
reached any agreement. I have been hoping that they would reach 
an agreement. The Department of Agriculture has reached an agree- 
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ment about a bill which they have now sent to this committee, which 
has not even yet been introduced. 

Mr. Stmpson. Will you yield further? 

The CHarrMan. Yes. 

Mr. Stmpson. In those months that you just mentioned we were 
working on rigid and flexible price controls pretty heavily. 

The Daiamiesaae That is right. This committee has had, I want to 
say this to you, more bills which have been referred to this com- 
mitte during this session of Congress than in any other previous 
session. We have had numerous subcommittees working constantly, 
The full committee has certainly not been derelict in its duty in con- 
sidering bills which we consider to be of major importance. 

Mr. Hix. I was interested in your figures on the exports of rice, 
Mr. Badeaux, and the production of rice in Cuba. I have before me a 
table. I will give you an illustration to back up your statement. I 
will put the table in at this point when I ask the question. 

In 1951 the total metric tons of imports to Cuba from all countries 
was nearly 290,132, that is, metric tons. In 1951. They are growing 
rice in Cuba, and rightfully so. 

In 1953 my table shows 252,333 metric tons. 

The last figure I have is for 1954, which includes just the first 3 
quarters, which would be 9 months. The only imported 194,100 metric 
tons, which goes to prove the figures that you have, that Cuba is work- 
ing toward a balanced agricultural program. 

It is a good thing for Cuba to realize the fact that you folks have 
rice and that you want to export it, and you must as well keep up 
your sugar production, too. So we are all in this together. And the 
success of this sugar program depends on how well we relate it to the 
production of other countries. Is that not true? 

Mr. Bapgavux. Yes, sir. 

The Cuarrman. Thank you very much, Mr. Badeaux. 

Mr. Bapraux. Thank you, Mr. Chairman. We appreciate the 
fact that the committee is being very fair. 

Mr. TuHompson. I merely wanted to observe that there is a very 
good publication by the Department of Agriculture on the subject 
which the gentleman has introduced, that is, the imports of United 
States products into Cuba. It is put out, as I say, by the Department 
of Agriculture, called, Cuba as a Market for United States Agricul- 
tural Products, and it officially lists on pages 1, 2, and one-half of page 
3 the relationship in that regard. 

I would ask unanimous consent that since it is an official publica- 
tion, that it be inserted in the record at this point. 

The Cuarrman. Without objection, that will be done. 

(The article, Cuba as a Market for United States Agricultural 
Products, is as follows :) 


Cupa AS A MARKET For UNrrep States AGRICULTURAL PRropucTS 


(By Kathryn H. Wylie, Constance H. Farnsworth, and Mary 8S. Coyner ‘) 


Cuba is an expanding market for the products of United States farms. Ex- 
ports of United States agricultural products to Cuba in 1952 totaled $154 million, 
almost eight times the prewar figure (table 1). Of these exports, rice is the 
most important, usually accounting for more than a third of the total. 


1 Mrs. Wylie and Miss Farnsworth are agricultural economists and Mrs. Coyner is research 
assistant, Latin American Analysis Branch, Foreign Agricultural Service. 
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TapLe 1.—United States exports of selected agricultural products to Cuba, 
average 1986-40, annual 1950-52 


Quantity (in millions of pounds) | Value (in millions of dollars) 


1936-40 | 1950 1951 1952 | 1936-40; 1950 1951 1952 
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31,000 dozen. 
? Less than $500,000. 


Source: Compiled by Foreign Agricultural Service. 


Cuba is our best world market for wheat, flour, butter, bacon, hams and 
shoulders, filberts, onions, chickpeas, dried peas, and many canned fruits and 
vegetables. In most years Cuba is our first market mot only for rice but for lard 
and is a significant market for processed milk, deciduous fruits, dried beans, 
and potatoes. It is-an excellent market for our agricultural products, largely 
because of the nature of its economy, its proximity to us, and the preferential 
trade relations that have existed between the two countries for so many years. 

The economy of Cuba is tied closely to that of the United States: Not only 
does Cuba receive most of its imports from us but it sends us most of its exports. 
Cuba is our principal offshore supplier of sugar, and an important supplier of 
molasses and sirups, tobacco, henequen, pineapples and preparations, and fresh 
vegetables. Our agricultural imports from Cuba have almost trebled since the 
prewar period, to a total of $390 million in 1952 (table 2). 

The United States should continue as Cuba’s No. 1 supplier of agricultural 
products if United States-Cuban sugar policy not unfavorable to the Cuban 
product continues; if our excellent trade relations, including the preferential 
tariff treatment, are maintained ; and if prices for United States goods are com- 
petitive, 

Prospects for continued expansion in United States agricultural exports to 
Cuba vary with the different commodities. Our exports of rice, for example, 
are not expected to increase, for rice production in Cuba has gone up sharply 
in the past few years; but the high level of trade in the recent past probably 
will be maintained. Cotton exports for at least several years may be expected to 
follow the general level of Cuban business activity and demand for textiles, 
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TABLE 2.—United States imports of selected agricultural products from Cuba, 
average 1936-40, annual 1950-52 


Quantity Value (in millions of dollars) 
Product —_ ————_— — olthidinen 
1936-40 1950 1951 1952 1936-40 1950 1951 1952 





Sugar, raw. ....1,000,000 pounds 3, 869 6, 335 5, 896 5, 853 
Molassesandsirups 1,000,000gallons.- 200 196 137 199 
Tobacco, unmanufactured 

1,000,000 pounds - 14 21 21 22 
Henequen-__._.-...1,000 long tons 7 9 
Bananas ; 2 1,000 bunches 5, 615 47 259 39 
Pineapples #___ : 
Grapefruit - ____- a 000 ,000 pounds 
Avocados. -__ 7 oat 
‘Tomatoes. __- ato ae 
Other agricultural products Soi 
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of total imports from Cuba-_------| 





1 Less than 0.1 million dollar. 

2 Of 50 pounds. 

3 Including fresh and processed. 
4 Preliminary. 


Source: Compiled by Foreign Agricultural Service. 


despite the establishment of a cotton growing industry. In general, however, and 
at least for the immediate future, the determining factors in Cuba’s demand for 
agricultural imports are purchasing power and prosperity on the island; these 
in turn depend on the fortunes of sugar, Cuba’s main cash crop. 

The Cuarrman. I would like to say before we call the next witness, 
I do not usually complain about headlines in news apers, and I am 
not complaining about this headline, but the Washington Post this 
morning carried this headline: “United States subsidy for sugar is 
attacked.” Then it quotes me in the article. Certainly the headline 
does not reflect the substance of the article. 

Yesterday, I did not mean to attack the subsidy involved in this 
program at all. I voted for the sugar program from the very begin- 
ning up until the time the last program was enacted. I have no 
objection to the subsidy. 

I wanted to emphasize the fact that the program was saturated 
with subsidies, regimentation, and control or all of these things that 
we are told constitute some form of American evil. I doubt if the 
programs could be operated without the subsidy. 

Mr. Hitz. The chairman also said yesterday that this was one of 
the best administered and one of the finest agriculture programs that 
we have put on our legislative agriculture programs. Did he not say 
something like that? 

The CHamMan, I think I said something about like that. 

The Chair recognizes, and takes great pleasure in recognizing, one 
of the lovely members of this committee, the distinguished lady from 
Honolulu, Mrs. Farrington. 


STATEMENT OF HON. MRS. JOSEPH R. FARRINGTON, A DELEGATE 
IN CONGRESS FROM HAWAII 


Mrs. Farrrneton. Mr. Chairman and members, because it may be 
necessary for me to leave before the next witness concludes his testi- 
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money, I would like permission to insert into the record at this point 
my statement on this sugar legislation. 

The Cuamman. You certainly may have that privilege. 

(The following statement was presented for the record by Mrs. 
Farrington :) 


STATEMENT OF Hon. Mrs. J. R. FArkInetron, DELEGATE TO UNITED STaTEs CONGRESS 
From THE TERRITORY OF HAWAII 


Mr. Chairman, my name is Mrs. J. R. Farrington. It is my privilege to repre- 
sent the Territory of Hawaii as Delegate to Congress. 

The sugar industry is the major industry in Hawaii, contributing annually 
approximately $150 million to the Territorial economy. Since 1835 when the 
first successful sugar plantation was established the Hawaiian sugar industry 
has grown steadily in efficiency and productivity under ownership which is pre- 
dominately local. Of the 14,021 individual shareholders of Hawaii’s sugar 
industry (July 1953) 9,809, or about 70 percent, were residents of the Territory 
this means that 1 of about every 50 inhabitants is a shareholder. 

As Mr. Frank Kemp so graphically outlined in his testimony before this com- 
mittee, Hawaii has almost no opportunity for expansion of sugarcane acreage. 
In fact the available acreage has actually shrunk in the past two decades. The 
total area planted to sugarcane in 1935 was 246,941 acres. In 1954 the acreage 
in sugarcane was down to 220,188 acres. In Hawaii the sugarcane crop period 
is about 2 years, hence the figure acres harvested per crop is of significance. 
Cane area harvested in 19385 was 126,116 acres. In 1954 acres harvested was 
107,480. During this period 1935-54 cane yields per acre rose from 67.84 tons 
to 87.75. tons. In terms of sugar the average yields per acre were 7.82 and 10.02, 
respectively. 

It is this demonstrated ability of the Hawaiian producers to take advantage 
of the results of the outstanding research of its own experiment station that 
has enabled the industry to not only survive but to provide its employees with 
the higher standards of living which comes from the payment of the highest year 
round wages of any agricultural area. The average daily earnings for nonsuper- 
visory employees in 1954 was $10.58. 

Hawaii has produced to its quota limit. If its sugar producers are to continue 
to maintain its all-important place in the Territorial economy and to pay its 
workers the high wages which now obtain it must have the right to make full use 
of advances in sugarcane technology resulting in more efficient agriculture and 
increased per acre production. it can do this only through sharing in the growth 
of the American sugar market. 

Mr. Chairman, Hawaii recognizes the critical inventory situation which pre- 
vails in the other domestic sugar areas. We realize the need for their immediate 
relief but when those pressing needs are met, Hawaii itself needs, and expects, 
to share pro rata with its sister areas in the increase in the sugar market. H. R. 
5406 and the other identical bills before this committee for consideration do 
provide, at least in part, for the relief and growth needs of the domestic sugar 
industry and I wish to place myself on record in their support. 


The Cuatrman. Next is Mr. Hubert Walter. We are very glad to 
have you here and will be glad to hear from you now, Mr. Walter. 


STATEMENT OF HUBERT H. WALTER AND ROBERT E. BILLINGS- 
LEY, WASHINGTON STATE, COLUMBIA BASIN COMMISSION 


Mr. Waurer. Mr. Chairman and members of the committee: I am 
from the Columbia Basin Commission in the State of Washington. 
There are two of us here from there. 

To save time and maybe to help us, also, it would be well if we could 
appear jointly and to file a joint statement, and to speak very briefly. 

The Gasman: You may proceed as you desire. Have your col- 
league come along with you. 

What is his name ? 

Mr. Water. His name is Robert E. Billingsley. 
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We are here, Mr. Billingsley and myself, both members of the 
Columbia Basin Commission, which is a Washington State organiza- 
tion agency authorized by legislation and charged with the responsi- 
bility of resource development, particularly as it applies to agricul- 
ture and reclamation. 

We also are appearing in behalf of the joint boards of the Columbia 
Basin Irrigation District which also State agencies, municipal corpo- 
rates, organized under the law. We are members of that. 

We are farmers, although in my case, to call me a farmer, might 
be using the word quite loosely. 

We represent the farmers on the Columbia Basin at the grass roots. 

We are in favor of any legislation and all legislation which in- 
creases the allotment of sugar for the continental grower. 

We have to have beets on the Columbia Basin. 

We are representing the “have nots.” 

While there are beets grown in the State of Washington, Mr. Bill- 
ingsley and myself are not appearing for just a few growers of beets, 
but numerous potential growers who have every right to grow beets 
and have every right to have plans for growing beets. 

We are developing on the Columbia Basin the greatest agricultural 
empire of modern times. It is the biggest irrigation project there is. 
We have spent $500 million, that is the Government, in developin; 
this project. We of the Pacific Northwest have the responsibility o 
repaying that from the earnings of the project itself. 

When this project was set up by joint studies, by the Department 
of Agriculture, the Department of the Interior, our own Washington 
State College and others, they said that 50,000 acres of this project 
should be and would be devoted to sugar beets. 


Now we find ourselves settling the land at a terrific cost to the 
farmer himself with the added responsibility of paying off the addi- 
tional $500 million, and not ee to grow sugar beets. 


y 


We cannot get into the plan. e are new land. We are carvin 
our farms out of sagebrush. We have no historical base upon which 
to make a claim for acreage because we are new land. 

On top of that, while we favor the bill, and anything that increases 
the acreage, this bill will not, as we understand it and as it has been 
interpreted to us, help us, because it is the 1947 act which defines how 
the acreage shall be allotted on the historical production, plus the 
ability of produce. We have no historical production, because we 
have not had a chance. Our lands are settled 80 percent by young 
veterans who go deeply in debt to get started on the farms. 

The veteran needs every crop he can have and particularly sugar 
beets, since the risk of growing and marketing are at a minimum. 
He spent a lot of money to get his farm in operation, and he has to 

ay off. 
. We, too, are denied wheat. We are new land. Our allotments are 
zero. So we need every crop there is—every crop that can be grown. 
and we feel that we are entitled to the same privileges. 

We want to take nothing away from anybody. 

The CHatrman. May I interrupt? You are not asking for any 
tobacco out there? 

Mr. Watrter. We have not yet. We are considering it. [Laughter.] 

We are giving it some thought. We have to have early cash crops, 
of which sugar beets fit in well. We were not only encouraged by 
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the Department of Agriculture, the Department of the Interior, our 
own Washington State College, and the farmers themselves, but b 
the processors, as evidenced by the fact that one built a plant whic 
is far from operating capacity, and another has purchased a site and 
has given us to believe that they were going to go ahead until the quotas 
came along. 

Our inom cannot grow the beets if this bill is passed, and the 
normal growth factor is assigned under the 1947 act, which we believe 
it will be. We never can get to the part where we can grow sugar 
beets because our acreage would be so limited that a processor could 
not go into our undeveloped areas and grow beets and ship them a 
long way for processing. 

It is a young man’s job out there carving a farm out of the sage- 
brush. They are entitled to get into the sugar production on the 
basis oni near equal with others, both foreign and domestic. 

We request there be some provision added giving the Department 
of Agriculture or someone else the authority to set aside a reasonable 
amouat of the increased production for allctonends to new lands on 
irrigation projects. We feel that is the only way that we can get 
into the beet production on our undeveloped areas. 

We are developing land at the rate of from fifty to sixty thousand 
acres per year. The ope are very limited. There is no acreage 
allotment on wheat. We have zero allotments on that. We can grow 
beans. We can grow other crops, but in most of them—potatoes and 
onions, for example—there is a terrific risk. The young farmer— 
the veteran going in with limited capital—can hardly afford to take 
that. chance because he can lose it overnight. 

If he does not have cash crops to get on his feet financially, so that 
he can go into legumes, alfalfa, aaa livestock, then he is going to go 
down. He has every right to get these crops because he, too, is an 
American citizen. 

Mr. ANpRESEN. Is this land now all under irrigation? 

Mr. Waurer. No, sir. Our land project is eventually 1,029,000 
acres. Right now we have under water about 275,000 acres. Of that, 
103,000 acres were in crop last year. We will probably have between 
160,000 and 170,000 in crop this year. 

Mr. AnDrESEN. What was raised on the land last year? 

Mr. Water. Beans. It is a very diversified crop. There were 
ye acres of sugar beets serving a plant that is capable of handling 

We are even growing Christmas trees in some places. It is mostly 
row crops and highly diversified. 

_ Mr. Anpresen. Have you had any experimental plots in the grow- 
ing of sugar beets in the area? 

Mr. Water. Yes, sir. 
= ANprRESEN. What is the estimated production or tonnage per 
acre ¢ 

Mr. Watrer. Our tonnage last year on the limited amount that we 
grew was between 24 and 27 tons per acre and there were some plots 
that went as high as 40 tons per acre. 

Mr. ANDRESEN. Noie of those beets were sold for processing into 
sugar ? 

Mr. Waurer. Yes, sir; they were. There is a plant at Wheeler, 
Wash., in which these beets were processed into sugar. 
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Mr. AnprEseNn. Thank you. 

The Cuarrman. Are you in effect saying to the committee that 
under the sugar law now in operation there is no provision for new 
growers ? 

Mr. Watrer. The provisions for new growers are so limited that it 
is meaningless to us in the undeveloped areas of the Columbia Basin. 
I believe it amounts to 1 percent. We are faced with the problem 
of coming in there with 1 percent of what we have got and that would 
be so few acres that a processing plant could not afford to come in to 
process those beets, and would not grow them there and ship them a 
long distance for processing. 

The CuHarrman. What do you mean 1 percent of what we have— 
1 percent of the national allocation ? 

Mr. Watvrer. One percent of the State quota. 

The CHarrMaNn. Set aside for new growers? 

Mr. Watrer. That is right. 

The Cuarmman. To do what you want to do we would have to 
modify and change that? . 

Mr. Wa rer. Yes, sir. 

The Cuarrman. Have you talked that over with the experts in the 
Department, the people who are directing the program ? 

Mr. Watrer. I have talked to some of the people in the Depart- 
ment; yes. 

The CuatmrMan. Do you know what the Department’s views are? 

Mr. Watrer. As we understand it, there will be no objection to our 
requesting that being done. 

The Cuarmman. I hope that they do not object to your requesting it. 

Mr. Water. Iam sorry. I am kind of hedging. I will admit they 
did not oppose it. 

The CHatrman. You have a perfect right to request it. 

Mr. Watrter. They did say that they would not oppose it. 

The Carman. Would not oppose an increase in the new growth 
provision ? 

Mr. Water. That is right; yes, sir. 

The Cuatrman. Do you agree on any percentage that it should be 
increased ? 

Mr. Water. No, sir. Our position is that in setting aside a reason- 
able amount of the new acreage for new areas that if we could go in 
there with a plant that was capable of handling up to 19,000, 20,000 
tons, if we could get six to seven thousand ares immediately established 
for that plant, then let us go along with the rest of them, and we could 
get started. 

The Cuatrman. You would, I suppose, suggest changing the new 
growth provision so as to take part of the national allotment and break 
it down to the States, rather than to take a percentage of the small 
allotment you have? 

Mr. Watrer. Yes, sir. 

The Cuarrman. Are there any further questions? 

You have concluded your statement ? 

Mr. Waurer. Yes, sir. I would like to have my prepared statement 
made a part of the record. 

The Fitna ak. Without objection that will be done. 


(The prepared statement of Hubert H. Walter and Robert E. Bill- 
ingsley is as follows:) 
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STATEMENT OF Husert H. WALTER AND Ropert BH. BILLInGsLey OF THE WASH- 
ingTON STATE COLUMBIA BASIN COMMISSION IN Support oF INCREASED ALLOCA- 
TION OF SUGAR BEETS 


Our names are Hubert H. Walter and Robert E. Billingsley both of the Co- 
lumbia Basin Commission, a Washington State commission charged with the re- 
sponsibility of resource development, particularly as it applies to agriculture. We 
also are on the joint boards of Columbia Basin Irrigation Districts. In appear- 
ing before this committee, we are speaking in behalf of both groups, whose stands 
on the sugar issue are identical. 

We support wholeheartedly the proposal to amend the Sugar Act and to revise 
upwardly the continental allotment of refined sugar. American beet growers, 
in our opinion, are being penalized far more than they should be due to the 
Sugar Act allotments, which, if our understanding is correct, have served their 
purpose. It seems our offshore friends who received the generous quotas of the 
American market to work out their economy following World War II have had 
sufficient time to do that. Now we in the Pacific Northwest, and particularly 
those on the Columbia Basin project, have an economic problem to work out 
which is not as big in scope but is just as important to us who are now trying 
to get into the farming business by developing sagebrush waste land into fertile 
farms, an exceedingly expensive undertaking which cannot be accomplished with- 
out cash crops that fit into a rotation program. 

Sugar beets, which we were encouraged to consider growing when planning 
was first started, are a necessary part of our cropping program. 

We support the move for revision of the Sugar Act to put the domestic quota 
higher. We also ask and plead that revisions be made, so that we on new lands 
can get into the sugar-beet business. 

The Sugar Act rules that the allotment of acreage to take care of any increased 
production be on a basis of historical production, plus ability to produce, with 
only an insignificant percentage being reserved for new areas. 

As for the ability-to-produce clause of the allotment regulation, we have no 
fears and no protests. Our lands can produce. But as to the historical produc- 
tion record of the crop involved, we are handcuffed. Ours is new land just com 
ing into production. We are turning sagebrush land into farms and haven't 
had a chance to establish a historical base on which to make a claim for acreage. 

We ask that the Sugar Act be revised increasing the tonnage of refined sugar 
permitted on the American market. 

We ask, also, that in making revisions of the act that provisions be included 
to give the Agricultural Department the right to reserve a reasonable portion of 
the increased acreage for allotments to new lands, 

The present act so limits the acreage set aside for new lands that it is mean- 
ingless to the Columbia Basin and other new irrigation projects. 

We are not asking that anything be taken away from any grower or country 
that they now have, but we do want a reasonable portion of this normal growth 
factor in sugar consumption so we can get into the sugar-beet business and then 
grow along with the other areas. Most of the basin cannot get into sugar beets 
without an arbitrary allocation of acreage. We must have enough to permit 
the establishment of 1 or 2 plants, because if acreage were parceled out to us 
under the present law, it would be so snrall that we could not support a plant, and 
# sugar processor could hardly afford to grow beets in the basin and transport 
them long distances for processing. As a result, he would allot acreage nearer 
the plants. 

In joint studies made by the Bureau of Reclamation, the Department of 
Agriculture, and State agencies years ago in the planning for the Columbia 
Basin project, it was estimated that 50,670 acres of the basin should and would 
be in sugar beets. This was at a time when the desire to grow sugar beets 
was not as keen as it is now. 

Give us the right to grow beets on half that number of acres, plus a right 
to share equally with other areas in the future growth, and we will get along. 

Not only were we encouraged to grow beets by Federal and State agencies, 
but we went ahead with the obvious blessings of processors, as evidenced by 
the facts that one company built a plant and another purchased a site for a 
plant but has not built, apparently due to the inability to be assured of beets. 

Developing farms on the Columbia Basin is an expensive undertaking, costing 
from $20,000 to $30,000 per unit. Most of our settlers are young people and 
most of them are veterans. Their finances are limited and they have to go 
deeply in debt to get started. Their success or failure depends upon cash crops, 
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at least for the first few years. They must have crops where there is a minimum 
risk both in production and in marketing. The record shows the basin’s ability 
to produce, and sugar beets are grown under contract, reducing the marketing 
gamble to a minimum. 

Sugar beets fit into the basin farming program both in giving the young 
farmer a chance to get on his feet financially and to set up a proper crop- 
rotation and soil-conservation program, especially because we are On new lands 
where crops are restricted. 

Isn’t it just as important to give our veterans a chance to get their economy 
reestablished as it is to help our foreign friends become readjusted after war? 

The Government has invested nearly $500 million in the Columbia Basin 
project. We of the Pacific Northwest have to pay that back and we are paying 
back. We are going to have a hard time meeting this obligation if roadblocks 
are put in our way such as denying us the right to grow crops for the American 
market. 

We believe it is only justice to give us equal opportunity with other areas 
and other countries in producing sugar for the American market. At least 
we should have the right to the market in our own State, and right now we are 
producing considerably less sugar in Washington than is consumed there. 

We ask that we be given the right to grow sugar beets on the Columbia Basin 
on a basis somewhere near that of other areas, and that can be done without 
taking anything away from any area or any country. 

Just give us legislation that will permit a reasonable portion of the norma! 
growth factor to get us into the sugar-beet business and then let us grow 
normally along with others. 

The welfare of our farming industry and the economy of the Columbia Basin 
depends upon our having equal opportunities with all other areas in the growing 
of crops, particularly sugar beets. 


Mr. Poaage. I do not quite know what point we are reaching, where 
we stop. We must stop somewhere. You suggested that these people 
out there in the State of Washington have a right to grow sugar, in 
your opinion. 

Mr. Watrer. Yes, sir. 

Mr. Poace. Now, to what extent do you think that right exists! I 
am one of those who have stated in times past that I thought that we 
ought to let everybody in the United States grow all of the sugar they 
wanted to before we brought in any from outside, and I still agree 
with that. I think it is sound. But that is really not what you want, 
I perceive. You do not simply want the right to grow sugar, you want 
the — to participate in this sugar subsidy; that is what you want, 
is it not 

Mr. Waursr. We want the right to grow sugar on a basis equal with 
everybody else. 

Mr. Poage. You want a right to share in this billion-dollar sub- 
sidy; that is really what you want, because you would not grow a 
pound of sugar, would you, if there was not a subsidy ? 

Mr. Watrer. I think maybe we would. 

Mr. Poace. You would? 

Mr. Watrter. Yes, sir. 

Mr. Poage. It would satisfy you to have the right simply to grow 
sugar, would it? 

r. Water. To grow sugar without governmental assistance while 
others could have it? I do not think we would agree to that ; no, sir. 

Mr. Poacs. You would not want to do that? 

Mr. Watrer. No, sir. 

Mr. Poage. Then to what extent do you think the United States 
should subsidize the growth of sugar; how much sugar do you think 
we should subsidize? 
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Mr. Waurer. I think that you should give the American grower 
all he wants. 

Mr. Poace. At what rate of subsidy ? 

Mr. Watrer. I am not an expert on that. I would dislike to say. 
We would not want less than we are getting now. 

Mr. Poagr. You recognize that we can grow all of the sugar we 
will consume if we pay enough subsidy, do you not? 

Mr. Watrer. No;I do not think so. I do not think so. 

Mr. Poage. If we were paying 25 cents a pound for sugar, do you not 
anticipate that you can put sugar beets in practically every State in 
the Union? 

Mr. Watrter. I do not think so. 

Mr. Poage. You do not think you could grow sugar beets in every 
State of the Union? Which ones would not grow it? 

Mr. Watrer. I do not think in the drylands area they could be 
grown pee: 

Mr. Poace. Not at the present price. They cannot be grown prof- 
itably in your area, either, without subsidy. I am merely saying if 
you will give us enough subsidy you can grow sugar beets in any State 
in the Union. 

Mr, Waurer. I do not know. 

Mr. Poace. Name me a State that cannot grow sugar beets at 25 
cents a pound; if you give us 25 cents for sugar we will grow a world 
of them. 

Mr. Anpresen. West Texas. 

Mr. Poacsr. As a matter of fact, west Texas is growing some beets 
now. We know as a practical matter we can grow all of the sugar 
that the United States can possibly use if we pay enough for it. 

At what point do you want the Government to stop this payment? 

Mr. Watrer. I would not go beyond what they are doing now. 

Mr. Poacn. You would not go beyond what they are doing now in 
amount, but you would go beyond in acreage, which increases the total 
amount. 

Mr. Lover. Will you yield to me? 

Mr. Poaae. I will yield for a question, but not the witness. 

Mr. Lovre. It is my understanding from this witness, all he is ask- 
ing is, he does not want to take anything away from anybody, but with 
this growth increase he feels that the veterans out in the Columbia 
Basin should be able to share to a reasonable amount, so that they can 
establish a base, because after all they have a tremendous obligation 
on their hands. 

He says the Government has loaned $500 million, I believe, in this 
particular project, and they want to pay it back. All they are asking 
is a chance to pay it back. That is the way I understand it. You can 
interrogate him on it. , 

A part of this growth increase, I think that is what the gentleman 
wants. 

Mr. Watrer. Yes, sir. 

Mr. Poace. Every time in this committee when you have some sort 
of a weak case you come in and suggest, “Now, we have got some 
veterans that are going to be employed out here.” And that is a good 
deal like saying you are going to fall under the influence of the 
Communists if you don’t get what you ask for. Of course, the veterans 
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in the State of Washington, in the State of Texas, and South Dakota, 
all of them need help. 

Mr. Hix. I think the land could not be sold to anyone else if a 
veteran wanted it; am I correct? 

Mr. Waurer. Would you ask that question again ? 

Mr. Huw. I say in many places where you have this irrigated 
land coming into reer ene the veterans have the preference in the 
purchasing of the land. Is that not correct? 

Mr. Watrer. Correct, sir. The land, the Government-owned land 
on this which amounts to 10 and 15 percent of our project, is sold 
on a priority to the veterans. They have the first 60 days in which 
to buy that. 

We sold 48 tracts of land out there just a week or 10 days ago. 

Mr. Poace. May I thank you not to run off and avoid the questions 
I am asking. Simply because some of these gentlemen suggested a 
good way to get out of answering the question 

Mr. Watrer. I will answer your questions. 

Mr. Lovre. I would not do anything like that to you. 

Mr. Poace. I think you are too smart to say you would. Iam trying 
to ask a question. 

Mr. Hoeven. Let us not abuse the gentleman. 

Mr. Poagsr. The gentleman did not raise the veteran question. It 
was raised over here. 

Mr. Hix. He mentioned it in the beginning of his address. 

The Cuatrman. The question was about the production of sugar 
beets. That is, if we offered sufficient incentive to produce it, could we 
reach our maximum consumption. 

Mr. Watrer. Certainly I think we could do it in the State of Wash- 
ington alone if you put a terrific subsidy on it. 

Mr. Poacr. At what point should the United States Government 
stop subsidizing sugar? You said probably, as to the amount per 
pound, about where we are. I then asked you at what point in acreage, 
which would mean where should the overall subsidy be. 

Mr. Water. No, sir. 

Mr. Poage. At what point would you stop the total subsidy ? 

Mr. Watrer. Right where it is. 

Mr. Poace. Right where it is? 

Mr. Water. Yes. 

Mr, Poace. Then if you stopped right where it is, that means that 
we will continue to pay only the present subsidy which has amounted 
to approximately a billion dollars and if we give your people an 
additional subsidy it has to come from somebody, probably Mr. Hill, 
because he is growing sugar beets now. 

Mr. Hitz. Do not bring me into this. You are questioning the 
witness. 

Mr. Poace. I am not questioning you. I am asking the gentleman 
where he is going to get the acreage; from whom he is going to take 
that subsidy. If you are not going to increase the subsidy you are 
going to have to take it from somebody who is now getting it, and I am 
asking you from whom-you are going to take it. 

Mr. Watrer. I am not a statistician, an expert, or an economist. 
Probably just a sagebrush farmer from the sagebrush country in 
Washington. I donot know. I say your tax on sugar so far has car- 
ried it with possibly a profit above the tax. 
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Mr. Poace. If we have not paid out a billion dollars in the past, you 
agree we should not increase the total amount of subsidy ? 

Mr. Waurer. Per ton; yes. 

Mr. Poaer. Then I ask you if you would increase the total subsidy 
which has been approximately a billion dollars, and you said that you 
would not. 

Mr. Waurer. If we had more beets produced here with the same 
subsidy, or the benefit payment, it would have to go up; would it not? 

Mr. Poace. Unless you take it away from somebody to give it to 
somebody else. 

Mr. Water. We do not want to take it away from anyone. I do 
not know where we could get it? 

Mr. Poser. Then you would have to add to it. 

Mr. Watrer. That is right. 

Mr. Poacr. Then I ask you again, at what point would you stop 
the total subsidy ? 

Mr. Water. I do not know. 

Mr. Poage. It has now reached almost a billion dollars. 

Mr. Water. I do not know enough about the economics of it. 

Mr. Poaege. You said you would not go to 2 billion—would you let 
it go to 1 billion and a half during the next period of years? 

Mr. Waurer. I do not think so. I do not think it would have to. 

Mr. Poace. Would you let it go to a billion and a quarter? 

Mr. Waurer. I do not think so. I think that if it went on a free- 
price market, with us having the market, we would not need the 
subsidy. 

Mr. pe Mr. Chairman, I do not see where this line of ques- 
tioning has anything to do with the merits we are trying to get at in 
this bill. 

Mr. Poace. We have to pay a subsidy to get this production. 

Mr. Lovee. I do not think it is a subsidy. 

Mr. Poage. You do not think so? 

The Cuarrman. Go ahead with the witness. 

Mr. Poage. We all know it is a subsidy and I am not going to 
apologize to anybody for using the word “subsidy.” 

The CHamMan. Teas with you that it is a subsidy. Let us go 
on with the witness. 

Mr. Poace. I would like to have the witness give me his ideas 
where we ought to stop this. 

The Cuatrman. He said he did not know. 

Mr. Poage. A man cannot come in in good faith and tell us that we 
ought to subsidize a lot of new land and then tell us he has not any idea 
as to how much we ought to put out. 

Mr. Water. In sugar beets, if you put the sugar beets on the mar- 
ket o an adequate tariff to protect us, would we need any subsidy 
at all? 

Mr. Poagg. I did not understand. 

Mr. Wauter. In this country, with protection from offshore, would 
we need any subsidy at all? 

Mr. Poagr. Then are you proposing to change the whole sugar 
program and in its stead to have us go back to the old tariff; is that 
your sygete 

Mr. Watter. No; it is not. 

65704—55——11 
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Mr. Poacr. We have had that one time, remember, before we had 
the sugar program we had a tariff of five times as high as it is today. 
Is that what you want to go back to? 

Mr. Watrer. I would not say that, no, because I said before I do 
not know what is right and what is best. I am not here to do that. 
I am only here to help a few veterans in our country. 

The Cuamrman. What you want to do is to change the new pro- 
vision so as to enlarge it and enable your area to participate in the 
program ? 

Mr. Watrter. That is right; yes, sir. 

The Cuarrman. Do you agree with that, Mr. Billingsley? 

Mr. Buurnestey. I might on this point of how high this subsidy 
should go, if you want to call it that. I think that the people out 
there would not want to get any more or any less per ton than the 
people in Minnesota or any other place. I think we feel we are just 
as much a part of the country as anybody else. 

Mr. Poage. Do you have any idea how much the Government should 
put out in total in subsidizing the ace of sugar ? 

Mr. Bruiestey. From what I can understand of this act and 
how much it is costing in ratio to wheat and other things to subsidize, 
if you want to call it a subsidy, the beet producers, the American 
people, I think it is so limited that we should leave it on the same 
ratio that itis. ‘That would be my thought. 

Mr. Poace. The ratio, we understand you about the ratio, but the 
sum total paid to date has been approximately $1 billion. If you pro- 
duce twice as much sugar at the same ratio it costs $2 billion for a like 
period. At what point would you stop the Government payments! 

Mr. Brrestey. I would stop where—— 

Mr. Poacs. Would you let it go to $2 billion? 

Mr. Bruurnestey. If we produced that many beets; yes. 

Mr. Pose. That isa fair answer. That is the first time I have had 
ananswer. Do you agree that you would let it go to $2 billion? We 
have in the past decided that we could spend about a certain amount 
of money, about $1 billion, over, say, 20 years. We have decided 
that we could subsidize a certain portion of our domestic consumption, 
and that we ought not to attempt to subsidize all. Of course, we 
could bring in all of this sugar from abroad cheaper. We have de- 
cided there is merit in trying to maintain some American industries. 
The point is just where we want to stop, how far we want to go, 
whether we want all American-produced sugar or whether we want 
part of it foreign produced. 

I take it you want all of it American produced, if possible? 

Mr. Bruurnestey. That is right. 

Mr. Poace. You are perfectly willing to pay the subsidy to do it? 

Mr. Bruuurnestey. Right. 

Mr. Poacer. That is a fair answer. 

The Cuarrman. Thank you both very much. 

Mr. Stmpson. I would like to know when the project of $500 million 
that you are interested in was started. 

Mr. Waurer. The Grand Coulee Dam from which we get our water 
was started in 1933. Our project was supposed to have been started 
but was delayed by the war. And the first work on the irrigation 
feature was started in 1946, when our first lands come under water. 
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Mr. Sistpson. When did you get your first loan from the Federal 
Government to start clearing this land? 

Mr. Waurer. In 1933 in the building of the dam. 

Mr. Stmpson. You have been clearing this land since 1933? 

Mr. Waurer. No. 9 ; 

Mr. Stmpson. You said you represented a $500 million project. I 
would like to know when that irrigation project actually started. 

Mr. Waursr. The irrigation an to get the land ready for—ready, 
started in 1946. Our first water was delivered in 1952. 

Mr. Srmpson. Then you were allowed to start an irrigation project 
when you had controls on agriculture and the Government recognized 
the project; did they not? 

Mr. Waurer. Yes, sir. 

Mr. Stmpson. That is all. 

The Cuarrman. Mr. Belcher? 

Mr. Bevouer. I just wanted the attention of the gentleman from 
Texas. 

The CuHamrMan. Let us leave him off and go to the next. witness. 

Thank you very much, gentlemen. 

Mr. Waurer. Thank you. 

Mr. Brurrnestry. Thank you. 

The CaatrMan. I assure you that the committee will give consid- 
eration to your request and to the probability of changing this new 
growth provision. You have presented your cause very well, and 
we certainly appreciate your appearance here. 

Mr. Waurer. Thank you very much. 

The CHarRMAN. We will next hear from our distinguished colleague, 
Mr. Krueger. 


STATEMENT OF HON. OTTO KRUEGER, A REPRESENTATIVE AT 
LARGE IN CONGRESS OF THE STATE OF NORTH DAKOTA 


Mr. Krueger. Mr. Chairman and members of the committee, I 
should like to present a short statement in support of this legislation 
that is before your committee. 

Because of the many witnesses and the voluminous amount of testi- 
mony that has been presented before the House Agriculture Commit- 
tee in its consideration of H. R. 5406, my statement will be very brief. 

In the testimony, one point particularly impressed me. Even 
though sugar consumption has increased in the United States, our 
growers have had to take a cut back in acreage which meant a further 
decline in overall agricultural income. 

It was generally realized that Cuba stepped up sugar production 
during World War II and, in so doing, made a tremendous contri- 
bution, But this effort was recognized and rewarded in the Sugar 
Act of 1948 and was given special consideration. Cuba has enjoyed 
afavored position in the world sugar market as a result. 

It seems unfair to our growers of both beet and cane sugar that 
they cannot share in this increased demand here in our own country. 
We are not asking for aJl of the increased consumption, but rather 
ashare based on the ratio prior to the Sugar Act of 1948. 

Should sugar consumption for 1955 go up to 8,400,000 tons as pre- 
dicted, beet sugar would receive an additional quota of 46,384 tons 








156 AMENDMENTS TO SUGAR ACT OF 1948 


or a total of 148,128 tons over the 1,800,000 tons allowed in the present 
Sugar Act. This would mean 60,000 additional acres for beetgrowers 
in the United States. The Red River Valley share would be about 
7,000 acres. 

The farmers of the United States have done too good a job in their 
production of all foodstuffs. As a result, we have cary tae of all 
commodities that we have to give away or peddle abroad. It is 
most unusual situation that our growers must give the lion’s share 
of our increased consumption to producers in other parts of the world, 

I have a letter which is typical of the people in my area who produce 
sugar. I will read this short letter to you. It reads as follows: 


NECHE, N. DAK., June 16, 1955. 


I would like to relate a hardship that has been placed on us 2- and 3-year 
growers that seems very unjustified because of the concessions to Cuba. 

In 1950 our processor in the Red River Valley planned and began building a 
new $10 million sugar plant to be completed in 1954. In 1953 they began con- 
tracting acres to new growers anticipating an increase for them in 1954. Very 
many of us growers started with an acreage of 90 and 100 acres in 1953 con. 
templating an acreage of 120 to 130 acres for 1954. On this strength we bought 
2-row equipment in 1953 which will handle 120 to 130 acres of sugar beets at 
an initial cost of from four to six thousand dollars over single-row equipment, 
which will handle 60 to 80 acres. Not only were we held to the 100 acres in 
1954, but we have been curtailed to an acreage ranging from 70 to 75 acres in 
1955. Weare now saddled with a four to six thousand dollar investment over the 
required equipment to handle our present acreage allotment and no chance of 
selling or trading it because every sugar-beet grower has taken a big cut. 

Both the growers and the processors here have made a large investment with 
no way of working it out. This at a sacrifice to Cuban interests. 

We believe here that some immediate relief should be given to reduce United 
States surpluses of domestic production immediately, and the growth formula 
should begin at 8,200,000 tons. 

Hoping you and those coming to Washington from the Red River Valley are 
successful in making our present plight clear to those that can effect some 
relief. 


Sincerely yours, 
GRANT TRENBEATH. 


I will say further that the Red River Valley will be represented 
here by Joe Whalen, of North Dakota, and Mr. Trowbridge, of 


Minnesota. 

The Cuarrman. The next witness is Mr. Frank C. Staples, vice 
president of the American Molasses Co. 

We are very glad to have you and to hear from you at this time. 


STATEMENT OF FRANK C. STAPLES, VICE PRESIDENT, AMERICAN 
MOLASSES CO. 


Mr. Sraptes. Mr. Chairman and gentlemen of the committee, my 
name is Frank C. Staples, and I am vice president of the American 
Molasses Co. We operate two plants for the manufacture of refined 
erystalline and liquid sugar, and consequently have been conducting 


our business under the Sugar Act and its predecessors since their 
inception. It has been our experience that the act in its present form 
has worked well. It has not hampered our sugar operations and has 
permitted us to make substantial technological advances in the pro- 
duction of sugar. Under these circumstances we are reluctant to 
see any changes in the statute and do not believe that any adjustments 
in the basic definitions of the act need be made. 
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I shall address myself only to those portions of the committee print 
pill dated June 22, 1955, which propose changes in the definitions of 
‘raw sugar” and “direct-consumption sugar.” Obviously, the intent 
of these proposed amendments is to attempt to facilitate the admin- 
istration of the Sugar Act by seeking a precise distinction between 
“raw sugar” and “direct-consumption sugar,” in order to prevent 
entry into the United States mainland of such high quality raw 
sugars that the so-called further processing necessary to convert them 
into refined sugar would be a mere sham. This is sought to be accom- 
plished in two ways: (1) by defining the quality of sugars which 
would be admissible as raw sugar in terms of polarization, and (2) 
by prescribing the minimum processing to which “raw sugars” must 
be subjected in order to qualify as “further processing.” 

I participated in the industry task force referred to by Mr. Heeney, 
and I regret that the committee was unable to compose its differences. 
] was and am compelled to take issue with those provisions of the 
bill which seek to introduce into the Sugar Act any polarization re- 
quirements. In the first place, we believe that the inclusion of a 
maximum polarization limit on raw sugar is both impracticable for 
the operations of a sugar refinery and an unwise restriction upon the 
future growth and development of the sugar-refining industry. Sec- 
ondly, we believe that this proposal is not only unnecessary for the 
proper administration of the act but will in fact add infinite com- 
plexities to its administration. 

At the outset, it is essential to understand that polarization is not 
necessarily an accurate measure for determining the refinability or 
degree of processing to which a raw sugar must be subjected in order 
to produce a quality of sugar recognized commercially as refined 
sugar. ‘Two samples of raw sugar of equal polarization do not neces- 
sarily possess the same characteristics of refinability but, in fact, may 
vary widely in the extent of processing required. In the operation 
of a sugar refinery raw sugars of varying polarizations must neces- 
sarily be subjected to all the refining operations. For example, a 
raw sugar testing 99° would be subjected to all the refining opera- 
tions to which a sugar testing only 96° would be subjected in order 
to produce refined sugar from either. Nor does polarization have 
any relation to edibility; brown sugar polarizing 85° is as edible as 
refined sugar polarizing 99.9°. In short, polarization is not the 
appropriate method for distinguishing between “raw sugar” and 
“direct-consumption sugar” for the purposes of the Sugar Act. 

A polarization limitation will result in many problems to both 
refiners and the Sugar Division. Cargoes originating in the Tropics 
polarizing at point of origin below the set limit and qualifying as raw 
sugar may, by merely drying out in trarisit, polarize upon arrival in 
the United States above the set limit and thereby become direct con- 
sumption sugar. We shall allude later to the problem of experimental 
error in determining polarization but at this point we should like to 
refer to the possibility of a cargo polarizing by shippers’ test at the 
point of origin as raw sugar, upon arrival in the United States 
polarizing by United States customs’ test as direct consumption 
sugar. In other words, raw sugar at place of shipment may well be 
direct, consumption sugar at the place of arrival. It is customary 
at most refineries upon arrival of a raw-sugar ship immediately to 
cut in and commence processing the incoming cargo so that, de- 
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pending upon the size of the cargo, the entire shipment is often proc. 
essed before a final determination is made as to the settlement polori- 
zation of the cargo for the purpose of determining the price of the 
sugar between the buyer and eas 

The receipt by the refinery of the United States Customs’ determi- 
nation of polarization normally is received between 2 to 4 weeks after 
arrival of the cargo. If the customs’ determination of polarization 
deems the cargo to be direct consumption sugar rather than raw 
sugar, a situation of incredible confusion will result. The sugar 
which has been considered between sugar mill and refinery and be- 
tween refinery and the Sugar Division as raw sugar is thereby con- 
verted into direct consumption sugar. The cargo which had been 
charged to the raw-sugar quota of the country of origin must now be 
credited back to the raw-sugar quota and charged to the direct-con- 
sumption quota. If the country of origin possesses no direct-con- 
sumption sugar quota or if the direct-consumption sugar quota of 
the country of origin is filled, an impossible situation is created. 

Furthermore, the price between buyer and seller has been paid on 
the basis of raw sugar and the sugar in turn has been priced by the 
refinery on that cost. Upward revision of the price is economically 
impossible to the refinery and yet essential to the shipping sugar mill 
since it will be charged against the latter’s direct-consumption sugar 
quota, assuming that it has one. If the shipper has filled his direct- 
consumption quota, then necessarily the charge against the total 
direct-consumption quota of country of origin will necessarily have 
to be made against some other innocent shipper. 

This chaos is not mere imagination but is almost of certain oc- 
currence by reason of the fact that the determination of the status of 
a cargo must in many cases be made after the cargo has been com- 
pletely refined and at a time when a revision of the transaction is 
physically impossible. Once the egg has been scrambled it cannot 
‘be unscrambled. 

It seems plain that far from simplifying the administration of the 
Sugar Act the proposal will create complications which will make the 
administration of the present act seem very simple by comparison. 

The criterion for distinguishing between raw and direct consump- 
tion sugar must be one applicable with unquestioned certainty before 
the contract for the purchase of the sugar is entered into. Any other 
criterion is so impossible of utility that the proposed amendment has 
not even considered the problems which I have just discussed or their 
solutions. 

Another serious limitation upon the use of polarization as a criterion 
is the high degree of error attendant upon its application. Without 
going into the complexities of how a polarization test is made, the 
test is not one readily reproducible even in the same laboratory. It is 
generally agreed among sugar technicians that the unavoidable error 
within a single laboratory amounts to as much as 0.12 sugar degrees. 
The variation among different laboratories frequently runs as great 
as 0.3 degrees. The cargo which is comfortably “raw sugar” to one 
laboratory may well be “direct consumption sugar” to another. 

Possibly even more serious than these objections is the restriction 
which a polarization limitation will necessarily place upon the devel- 
opment of bulk sugar handling techniques at efficient discharge rates. 
It is my belief that the sugar industry is on the threshold of a strong 








ly 
Il 
ir 


al 


of 
l- 
is 
ot 


le 
le 


)- 


r 
iS 
ir 


n 
it 
18 
iS 


ut 
8 


nm 
l- 





AMENDMENTS TO SUGAR ACT OF 1948 lod 


trend toward the shipment of raw cane sugar in bulk thac will ulti- 
mately result in the shipment of substantially all raw sugar in this 
form rather than in bags. This has already occurred in England 
where virtually all sugar is now imported in bulk. Its complete 
adoption by United States refiners is merely a question of time. The 
ability of raw sugar to flow freely is of major importance in the 
loading and unloading of bulk cargoes. To a considerable extent the 
free flowing quality of raw sugar varies directly with the polarization. 
It would be a most serious error to restrict this trend by setting an 
artificial limit on polarization at this time. The discharge rates of 
bulk raw sugar cargo in the United States are pitifully low when 
compared with the Tachaven rates of other commodities shipped in 
bulk such as grain, iron ore, bauxite, and others. Iron ore, for 
example, is discharged in bulk at the rate of 2,700 tons per hour. 
Bulk sugar shipments, however, are presently discharged at the rate 
of about 100 tons per hour per hatch. The imposition of a polariza- 
tion limit can only worsen the present low discharge rates of bulk 
raw sugar. 

Of particular interest in this respect is the English experience on 
this subject. In England a surtax is imposed upon the importation 
of raw sugar polarizing above 98. As a consequence, English refiners 
are Hitcs to seek raw sugars polarizing well below this figure. 
The result has been a lower discharge rate of bulk sugar cargoes than 
has been the experience in this country where no polarization limita- 
tion exists. The English experience spells out perfectly what will 
be the consequence of the imposition of a pre limitation in 
the Sugar Act. Low polarization sugar will flow no faster here than 
in England. 

The last, and particularly important objection, to a polarization 
limitation will be its effect upon the so-called ion exchange system of 
producing liquid sugar. This is the most recent technological devel- 
opment in the production of refined liquid sugar. There are at present 
in the United States to our knowledge 5 plants utilizing this process, 
of which my company operates 2. It is a highly ieabadael process 
and in the past decade our firm alone invested in excess of $1 million 
in its development and installation and have built a substantial busi- 
ness in the liquid sugar produced by this method. The process oper- 
ates efficiently on only relatively high test raw sugars selected for low 
mineral content. This process was developed under the terms of the 
present act and its future would be seriously threatened by the pro- 
posed polarization limitation. Our company is a publicly owned 
company and its stockholders have the right to expect that no govern- 
mental action will be taken which would adversely affect a valuable 
branch of our business which has been in existence for 10 years. 

I should like to repeat that I do not believe any amendments of 
the definitions necessary. However, if it is thought desirable to do 
something to further distinguish between “raw sugar” and “direct 
consumption sugar,” the proposed bill will accomplish this objective 
completely by the provision oo that “raw es be only such 
sugar as is subjected substantially to the processes of (1) affination or 
defecation, (@) clarification, and (3) further purification by adsorp- 
tion or crystallization. This provision will necessarily assure that 
only sugars recognized commercially as “raw sugar” will be used since 
it would be entirely uneconomic to subject the equivalent of direct 
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consumption sugar to these processes. "With this amendment a polari- 
zation limitation is clearly superflous. 

Incidentally it is significant to observe that the language of this 
part of the amendment has been carefully designed to include the 
ion exchange process. It would be strange to enact this into law and 
at the same time seriously damage the future of the ion exchange proc- 
ess by the inclusion of a polarization limitation. 

It has been suggested that the polarization limitation for raw sugar 
be fixed at 98.5°. Were this to $e done the effect of laboratory error 
and other factors, coupled with the legitimate apprehension of sugar 
mills and sugar refiners against incurring the penalties of a noncom- 
plying raw sugar, would be to fix a practical limit on polarization 
of near 98°. In addition to carrying with it all of the problems and 
evils inherent in a polarization limitation, the resulting practical limit 
upon raw sugar would virutally doom the ion exchange process. 

I have here two samples. The first I think is readily recognized 
as refined sugar. The second is a sugar which polarizes at 98.56. 

Under the proposed limitation of 98.5 this could only come into the 
country as direct consumption sugar and direct consumption sugar 
was defined yesterday by a witness as being refined sugar. 

I think by any standard that might be used, the standard of color, 
taste, flavor, bacteria count, this is not refined sugar. 

Thank you for your time. 

The Cramman. Thank you very much. 

Mr. Hitz. You say on page 1 that you are talking about the com- 
mittee print bill, but the bill is H. R. 5406 and it has no section in it 
regarding the changing of the polarization in the manufacture and 
importation of sugar. 

Mr. Srapites. That would suit us very well. 

Mr. Hitz. You are not opposing this bill ? 

Mr. Srapres. Not in any way. 

Mr. Huw. Thank you. 

The Cuarrman. You directed your remarks to that subject because 
of the recommendation of the Department, did you not? 

Mr. Sraptes. Because the Department had in the print bill. 

The Cuarrman. Because of the committee print that we have here? 

Mr. Srarres. The committee print bill. 

Mr. Srvpson. The witness stated on page 3: 

In other words, raw sugar at place of shipment may well be direct consump- 
tion sugar at the place of arrival. 

Not knowing anything about sugar except when it is in the sugar 
bowl, to me that means one grade of sugar leaves Cuba or some coun- 
try and comes to this country, and in the course of the shipment it 
changes and becomes another grade of sugar. 

Mr. Sraries. What we are referring to there is this, that if you set 
some maximum limit on the polarization of raw sugar that sugar can 
dry out in transit, so that it might test below that limit and be raw 
sugar when the shipper shipped it. 

Mr. Stimpson. Here is what I would like to know. Is there any 
advantage or disadvantage in the change of the condition of the sugar 
upon its arrival; if so, is it a higher value because of the change or 
a lower value? 

Mr. Srartes. I do not think so. I think it is raw sugar in either 
event so far as I am concerned. 





AMENDMENTS TO SUGAR ACT OF 1948 161 


Mr. Srupson. The fact that it changes chemically or due to atmos- 
pheric conditions on shipment, makes no difference on arrival ? 

Mr. Staptes. It does not change chemically. It only dries out. 

Mr. Stmpson. Does it change in any value? 

Mr. Srapies. If you impose a 98.5 limitation and it comes in as di- 
rect consumption sugar it has much less value to a refiner. 

Mr. Srupson. Who loses? 

Mr. Srapres. I much prefer we did not go into that by not setting 
a limitation. 

Mr. Stmpson. I want to go into it. I would like to know if there is 
any advantage or disadvantage to the shipper or the buyer in this 
change in the sugar. 

Mr. Sraptes. None whatsoever. The sugar even if it tested must be 
put through all of the processes of the refinery the same as it would 
if it tested 96. 

Mr. Simpson. Your statement then is that when sugar is loaded 
aboard the ship and shipped to the United States the fact that it goes 
through a change from raw sugar to direct consumption sugar has no 
added value or decreased value? 

Mr. Sraptes. It has not done that in the past. We hope it will 
not in the future. I mean, in the past the definition has been that 
the raw sugar had to be further refined and improved in quality in 
this country. Now they want to change that by saying that anything 
which tests above 98.5 automatically becomes “direct consumption 
sugar” and is no longer “raw sugar.” 

Mr. Srmpson. If the law is Senet: will that change the price? 

Mr. Srapues. It will make so many complexities. I have been in 
the business 25 years, I cannot imagine all it will make. 

Mr. Stmpson. If you do not know, it is sure that I do not. 

Mr. McIntiee. In connection with the Sugar Act, am I correct in 
my thought that within the quota system sugar which is under the 
quota can be used only for human consumption, so to speak, and that 
which is used for livestock feed or alcohol is not under quota ? 

Mr. Srapies. That is a point that frankly I am not completely sure 
of. I believe it is not a part of the quota. 

Mr. McIntime. It is my understanding that the act specifies only 
for the use of livestock feed or alcohol, and should that provision 
be broadened to permit the sugar industry to explore other nonfood 
uses of sugar? Would that not broaden their marketing base? 

Mr. Srartes. The industry task-force committee discussed that 
at considerable length and it was the general consensus of opinion 
that there was no need of broadening that at this time. 

Mr. McIntire. I am assuming that being in the molasses business 
you are dealing rather substantially with some of the byproduct uses 
of sugar, rather than just the refined sugar. I am wondering if the 
present act is a limitation upon the expansion, through research, of 
potential uses of sugar. 

Mr. Sraptes. I do not believe so, sir, because raw sugar is such a 
relatively cheap raw material that I think any process that might 
be developed for using that for some other use other than human 
consumption, I think it could stand a slight amount of processing 
tax. That is all we are talking about. 

Mr. McIntire. Then the differential between what would be the 
price for commercial use of sugar out from under the quota and the 
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price within the quota is not substantial in relation to expanding the 
use of sugar for nonfood uses? 

Mr. Srapues. I do not believe so, sir. 

Mr. McIntire. Could you tell me to what extent the development 
of liquid sugar is a factor in the industry? Is the use of liquid sugar 
expanding? 

Mr. Sraptes. The use of liquid sugar has been expanding at a 
considerable rate. 

= McIntire. Is there a further potential in liquid sugar for food 
uses 

Mr. Sraptes. In answer to you, sir, I would like this, the shipment 
of sugar in bulk is a very strong trend toward that. Liquid sugar 
is only one form of bulk shipment. There are bulk railroad cars, 
bulk trucks. There is some particular industry that for one reason 
or another prefers it in liquid form. Another industry cannot use 
it in liquid form. They must have it in the dry form. And there- 
fore if they want the benefits of a bulk shipment they must go to 
something the same as a bulk rail car, and so forth. 

Mr. McIntie. At the present time the liquid sugar that moves 
commercially is all from statewide refineries ? 

Mr. Sraptes. Outside of a small quota that comes in from Cuba 
and other Latin American countries. 

Mr. McInrme. Is there liquid sugar shipped out of those areas? 

Mr. Sraprtes. There is about 8 million gallons that comes in under 
the quota system from Cuba. I believe Santo Domingo and the Brit- 
ish West Indies, also. That is fixed. That is a very small percentage 
of the total liquid sugar used in the country. 

Mr. McIntire. That comes in as “direct consumption sugar’’? 

Mr. Srapuzs. I think in most cases it is processed further to some 
degree. 

oe McIntire. It comes in under the “direct consumption sugar” 
quota 

Mr. Srapres. It comes in under a special quota all its own. 

Mr. McIntire. In the continental industry is liquid sugar a “direct 
consumption sugar”—does it come within that category or does not 
that apply on the continent ? 

Mr. Sraprzs. I do not think it applies on the continent. 

Mr. McIntire. Thank you. 

The Cuarrman. Thank you very much. 

Mr. Bass. You buy sugar by the ton; is that the way you buy it? 

Mr. Srapies. I buy some by the hundred pounds. 

Mr. Bass. If you were to buy sugar on the competitive market, 
and take the subsidy away from the American grower, how much 
difference would there be in the price of the domestic sugar and the 
offshore sugar? 

Mr. Srapres. I cannot answer that question. I do not believe any- 
body else in this room can answer that question. 

Mr. Bass. Do you mean to tell me that that question is so compli- 
cated that we do not know the difference in what it would cost to pro- 
duce sugar in America and in some other place? 

Mr. Seasens I think it is a matter of supply and demand. Rough- 


ly, raw sugar in this market today is selling at roughly 6 cents a pound. 
I believe the world price is at 314 cents a pound, or something in that 
range. 
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Mr. Bass. In other words, it costs 2.75 cents more in America than 
you could buy it on the world market? 

Mr. Srapzes. The world market is about three and a quarter cents. 
If you took away this amount that comes here, it would unquestion- 
ably raise the world price; by what amount, I do not know. 

Mr. Bass. I do not mean to take it away. I mean, just say, for com- 

arison, you take the subsidy away from the American grower and 
at it in the competitive market, what would be the difference in what 
you have to pay in that market for offshore sugar, and for American 
sugar? You cannot answer that question ? 

Mr. Sraptes, All I can say is what we pay now, and what the world 

rice is. 

; Mr. Bass. What do you pay for sugar now? 

Mr. Srapies. Right around 6 cents—6.05. 

Mr. Bass. If we would let you go over to Cuba and buy all of it, 
what could you buy it for there and get it into this country without a 
tariff ? 

Mr. Sraptes. The world price is around 314 cents. 

Mr. Bass. Delivered in America? 

Mr. Srapizs. I do not know whether it is delivered or not. 

Mr. Bass. In other words, how much then would it raise the price 
of sugar to the American housewife if we eliminated the subsidy on 
sugar and imposed a tariff of that same amount on offshore sugar? 

Mr. Srapizes. If you put the tariff the same amount, I do not think 
it would make any difference. 

Mr. Bass. In the price of sugar to the American housewife? 

Mr. Srapues. I do not think it would. 

Mr. Bass. If it would not make any difference to the housewife, 
then we are a little bit stupid in paying the subsidy, are we not? 

Mr. Srapres. I only came here to talk “definitions.” I do not know 
anything about subsidies or anything else. [Laughter.] 

Mr. Bass. You can talk sugar prices, you are in the sugar business. 

Mr. Srapies. I am. 

Mr. Bass. You buy, refine, and sell sugar? 

Mr. Srapies. We buy raw sugar and refine it into white sugar. 
That is my sugar right there [indicating]. 

Mr. Bass. You know what it costs you for raw sugar, and you 
know what it sells for. 

Mr. Srapres. Yes. 

Mr. Bass. If you then pay 6 cents for it by the poune, you know 
how much it sells for in the retail market, do you not? 

Mr. Sraptes. If we could buy raw sugar for 314 cents and instead 
of 6 cents our price would be that much lower. That makes sense. 

Mr. Bass. So we are paying the American grower the difference 
between 314 cents and 6 cents in order to keep our American grower on 
an equal market with the offshore sugar, is that the way it is? 

_Mr. Srapies. I do not think I am competent to answer that ques- 
tion. I am a producer. That gets into ranges that I do not know 
anything about. 

The CHatrman. Mr. Myers will be able to give us that figure when 
he is recalled. 

You testified that you had two plants. Where are they located? 

Mr. Staptes. Brooklyn and Chicago. 

The Carman. Brooklyn, N. Y., and Chicago, Ill. ? 








164 AMENDMENTS TO SUGAR ACT OF 1948 


Mr. Sraptes. Yes. 

The Cuatrman. What has happened to all of the cheap molasses? 
{ Laughter. | 

Mr. Sraptes. I do not know what has happened to all of the cheap 
molasses. 

The Cuarrman. Do you know where you can buy a barrel of cheap 
molasses ? 

Mr. Sraprzs. I know where you can get a lot of good molasses. 

The Cuarrman. I am talking about cheap molasses. Thank you 
very much. 

Mr. Sraries. Thank you. 

The Cuairman. The next witness is Mr. Frank A. Kemp, speaking 
today for the domestic sugar beet area, the mainland cane sugar 
area, the Hawaiian sugar planters, and the Puerto Rican sugar 
producers. i 

Mr. Hill of Colorado. 

Mr. Hiux. Thank you very much indeed for this opportunity to say 
a word about this witness. 

This witness cannot get out of his own town without coming through 
my territory, in other words, the city of Denver is completely and 
totally surrounded by my district. I am happy to see in this com- 
mittee this morning the Congressman from that district, my colleague, 
Byron Rogers. 

So, Mr. Kemp, in introducing you this morning to our committee, 
we have both your Congressman from Denver and your Congressman 
from the district in which most of your plants are located in—13 or 
14 of them. They also produce, I think, monosodium glutamate in a 
plant in Colorado. 

I have looked over your testimony beforehand and I am sure that 
you will be able to answer all of the questions that our colleagues 
would like to ask in regard to sugar. 

The Cuarrman. Are you from Colorado, Mr. Kemp ? 

Mr. Kemp. Yes, sir. 

The CuarrmMan. We will not hold that against you. 

Mr. Kemp. Thank you very much. [{Laughter.| I hope that you 
will remember that during my statement. 


& 


STATEMENT OF FRANK A. KEMP, EXECUTIVE COMMITTEE CHAIR- 
MAN, AMERICAN SUGAR BEET INDUSTRY POLICY COMMITTEE 


Mr. Kemp. Chairman Cooley and members of the committee, my 
name is Frank A. Kemp. I live in Denver, Colo. I have been an 
employee of the beet-sugar industry since 1923 and am now president 
and general manager of the Great Western Sugar Co. and executive 
committee chairman of the American Sugar Beet Industry Policy 
Committee—the industrywide en of the sugar-beet people. 


I appear here at the request and on behalf of all 4 American sugar- 
producing groups: (1) The sugarcane growers and processors of 
‘uisiana and Florida; (2) the planters and mills of the Hawaiian 
sugar industry; (3) the growers and processors of the entire produc- 
tion of cane sugar in Puerto Rico; and (4) the sugar-beet growers and 
processors of the 21 States from Michigan and Ohio to California 
and Washington in which beets are grown. 








a a 
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There is attached to this statement a list showing in detail the 
organizations and the interests for which I appear. 

These four great sugar-producing areas have consolidated their 
views on sugar legislation and have entrusted statement of their case 
toa single witness, proving that there is wide agreement in the Ameri- 
can industry and that all of its producing groups are in full accord. 
Chairman Cooley, that is a very considerable responsibility and I hope 
the committee will bear with my effort to fulfill it. — 

Any witness here should recognize the long experience and the great 
contribution of members of the committee to the solution of problems 
of the industry. Chairman Cooley and Congressmen Hope and Polk 
were Members of the Congress when the first Sugar Act came before 
it in 1984. Congressmen Poage, Andresen, and Grant have partici- 
nated in the development of every Sugar Act since 1937. Other mem- 
oa of the committee participated in consideration of the act of 1948 
and its revision in 1951, I express the indebtedness and gratitude of 
every domestic interest. 

We can be certain of one fact—this is a changing world. There 
have been great and fundamental changes, both in this country and 
in the world, and there have been continuing changes in our agricul- 
ture and in our farm economy. 

On both of our appearances before you since the war witnesses for 
the domestic sugar industry said that their position at the time was 
based upon facts of the time and that they reserved the right and 
recognized their duty to come before you at any future time at which 
changed conditions in their judgment prompted reconsideration of 
sugar legislation. 

I quote from the testimony on this point. During the hearings to 
amend and extend the act in 1951, the president of the Western Beet 
Growers Association, who is again in attendance today, formally en- 
tered the following reservation : 

If, prior to the expiration of the Sugar Act of 1948, as amended, it develops 
that the established quota of 1,800,000 tons of domestic beet sugar, is acting 
as an effective deterrent either to the expansion of sugar-beet growing, or the 
construction of additional processing facilities, the Western Beet Growers As- 
sociation reserves the right to seek and press for amendment, of the established 
quota for domestic beet sugar. 

Following this, the secretary-manager of the National Reclamation 
Association, filed a prepared statement with this committee in which 
he said: 

We recognize that there are many benefits contained in this act and, in view 
of the fact that all parties known to us who are representative of the sugar beet 
industry have agreed to this program, we are also giving it our support. How- 
ever, we would like to make the same reservation, which we understand is being 
made by the representatives of the Western Beet Sugar Association, i. e., that 
if it should develop prior to the expiration of the new law, the proposed quota 
should prove to be acting as a deterrent, either as to expansion of sugar-beet 
growing or to the construction of additional processing facilities, then we would 


like to reserve the right to come before the Congress and this committee urging 
an amendment with respect to the stipulated quota for sugar beets. 


The unexpected changes that have recently confronted the domestic 
people, taken together with the fact that there has been a disposition 
in some quarters to read intent and effect into prior statements that 
Were not intended, prompts me on behalf of all the domestic areas that 
I represent, to make clear that if events or developments occur in the 
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future which in our judgment prompt or make necessary or advisable 
change or revision of any sugar legislation, we shall bring such mat- 
ters to the attention of the Congress and ask for consideration of them 
and any revision which they require. 

This committee has twice made clear in its reports on the 1948 and 
1951 Sugar Acts that the basic structure of those laws was tailored 
to the conditions of the times and was not to be regarded as establish- 
ment of longtime national sugar policy. 

In its report on the 1947 act, this committee said : 

The committee believes that it should be made abundantly clear that the 
distribution of the American sugar market among the producers of the United 
States and foreign countries and the provision for the establishment of quotas 
for the ensuing 5 years on the basis provided for in this bill is not intended to 
establish, and should not be construed as establishing, a permanent produc- 
tion and distribution pattern nor as waiving American producers’ rights to 


such portions of the American market as they can supply at the conclusion of 
the 5-year period covered by the bill. 


That 5-year period ended with 1952. In its report on the 1951 
Sugar Act, this committee said : 

This committee emphasized in its report that the Sugar Act of 1948 was 
designed to meet problems of the temporary postwar transition period and was 
not to be regarded as the establishment of long-time national sugar policy. 

In spite of the record, discussion in recent months with respect to 
sia changes in existing sugar law has produced some contention 
that the extension of the act by the Congress in 1951 was a contract, 
a commitment, or in the nature of a treaty, with Cuba, which carried 
a legal obligation, or, if not, a moral obligation that it would not 
be changed. 

Any such contention is based on a complete misunderstanding of the 
power and frequent actions of the Congress of the United States, 

The State Department itself has publicly made clear that there is 
no substance to the contention. Under Secretary Herbert Hoover, Jr., 
so stated to representatives of the whole domestic industry whom he 
addressed some 2 weeks ago. On the first day of this hearing, Assist- 
ant Secretary Holland said that the law was not an international 
agreement, that it was not an agreement, and this was made still 
further clear by the State Department’s proposal for change in quota 
provisions to take effect on January 1, 1956. 

If necessary, further confirmation can be found in statements from 
Cuba. On January 29 of this year, the well-known Cuban sugar firm, 
Messrs. Luis Mendoza & Co. wrote as follows: 

The truth is that the Sugar Act is not a permanent treaty between the United 
States, Cuba, and all other countries that participate in the American market, 
neither is it an act of mercy of the United States Government. The act is an 
example of conscientious legislation dating back to 1934 and modified in 1937, 
1948, and 1951, and subject to further modifications. 

The Mendoza family has a wide reputation for good humor. In 
any event, Mr. Mendoza went on to say that in all probability the 
present law would be changed, and concluded : 

No doubt, we would like to have it all for ourselves, but having to share it with 
someone else should not make us grumble too bitterly. This, of course, refers 
to future increases. 

Secretary Holland said, however, that, while the Department of 
State recognized the predicament of the domestic industry and the 
need for its relief, the Department could not justify any improvement 
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in the domestic share of this market in 1955. Secretary Holland said 
he based this position on two views which he advanced. First, that 
such a change would be retroactive; second, that Cuba in an ex- 
pectancy of continuity of its rights under the law, had planned and 
programed its production in advance. 

If the Congress takes action on sugar legislation this year there 
will still be a substantial part of the year lying ahead. The need of 
the domestic industries was brought to the attention of the State 
Department, the Cubans, and a great many others in the summer 
of 1954. Earnest attempts to discuss the problem with the State 
Department and full exposition of the facts and views of the domestic 
industries commenced again in November of 1954. In any discussion 
of alleged retroactivity, it cannot be overlooked that it was not until 
the second week of June, only 16 days ago, that the Administration’s 
view was made known. 

It would take but a look at the record of Cuba’s cane plantings and 
sugar production over recent years to make clear to anyone that any 
claim that her sugar activity and operations are planned and pro- 
gramed on the increase in sugar consumption in this country is far 
fetched. As was pointed out in questions asked of Secretary Hol- 
land, Cuba’s production went up to the enormous total of 8 million 
tons in 1952, almost twice that of the prewar average. She has re- 
duced her output since that year because she produced more sugar 
than there was market. Within recent months Cuba sold between 
500,000 and 600,000 tons of sugar to Russia. If, as has been intimated, 
Cuba expected some sales volume out of the 1955 increase of consump- 
tion in this country, the benefits to her from the Russian transaction 
clearly went beyond her plans. Actually, Cuba would like to have 
all of the 1955 increase of consumption in this country or as much of 
it as she can obtain, because she would not only get it for this year but 
under the State Department’s proposal the quantity would be perma- 
nently written into Cuba’s future privilege for all time. 

There have been great changes in the sugar world since 1951 which 
necessitate revision of existing sugar legislation. They include these 
important developments : 

(1) The United States has an ever-expanding population growing 
at the rate of approximately 214 million meee a year, as a conse- 
quence of which the market for sugar in this country increases an- 
nually in a substantial amount. It is also clear that increases in 
popdaaliaaan and consequent increase in sugar consumption will con- 
tinue well into the future. 

(2) Led and encouraged by technical and research findings of the 
great body of agricultural scientists, the domestic sugar industry, 
both cane and beet, through adaptation of improved farming methods, 
breeding of better seed, wider and more intelligent use of fertilizer, 
and other technological advances, has substantially increased its yields 
from the same acreage. 

(3) Restrictions upon production of other crops have led farmers 
to search for substitute land and farm machinery use, as a conse- 
quence of which there has been a material demand in recent years to 
shift to sugar beets and some sugarcane, land formerly planted to 
restricted crops. For example, land once planted to cotton in south- 
ern California has been diverted to beets. Wheat and small grain 
acreage in the Red River Valley has been diverted to beets. 
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(4) Fertile lands in a number of Western States recently have been 
supplied with irrigation water and this has made for the settling 
of these lands in family sized farms and the building of new home, 
Farmers making their livelihoods on these lands, if they are to sue. 
ceed, must grow the crops best suited to the climate, the altitudes, and 
the seasons. In many of these areas the sugar beet is essential to 
sound crop rotation. These new farmers, many of them veterans 
from World War II and Korea, have demanded the right to grow 
beets. And that demand has been added to the needs of the thousands 
of farmers who have been in the beet-growing business for many 
years. 

Let me show you the effect of these four major changes. 

Experts tell us that the expanding population of the country now 
increases sugar consumption by approximately 135,000 tons every 
years. But the existing law was written just after the close of the 
war, before anyone knew how fast our population would increase or 
how fast our sugar consumption would grow. This law set the share 
of the domestic sugar areas in this market at fixed, unchangeable fig- 
ures which, except for the adjustments in 1953 in the Puerto Rican and 
Virgin Islands quotas, have remained the same since 1948 in spite of 
the tremendous increase in our consumption. 

The effect of this has been to deny the beet and mainland cane areas 
and Hawaii any share in the growth of the country since 1947 and 
to condemn all of the domestic areas to a life without prospect of 
oom Deprived of the chance for any upward adjustment, they 

ace the certainty of inevitable decline and deterioration. The domes- 
tic people believe they have the right as American citizens to share in 
the growth of their country and in its increased sugar demand. The 
increase should not, as is now the case, be handed over completely as 
a windfall to foreign suppliers. 

The same acre of either cane or beets is producing more sugar than 
was formerly possible. Take the yields of cane sugar in Louisiana 
and Florida. In the 3-year period ending in 1950 an average yield 
of 1.54 tons of raw sugar per acre was produced. In the 3-year period 
ending with the crop of 1954, the average yield of raw sugar per acre 
in those States was 1.86 tons. That is an increase of 21 percent within 
the span of just 7 years. The beet industry has also achieved sub- 
stantial increases in output per acre. The average yield of beet sugar, 
raw value, per planted acre for the 3-year period ending in 1950 was 
1.92 tons. In the 3-year — ending in 1954, that yield had in- 
creased to 2.2 tons, a gain of 15 percent. 

Traditionally in this country, progress is rewarded. In our case, it 
will bring down upon our heads a stiff penalty—we must reduce the 
number of acres grown as we improve our yields. That is an impossi- 
ble situation, because in the last analysis it will either halt adaptation 
of improved practices, which would be a terrible penalty, or will com- 
pel a further reduction in sugar acreage, which will add acres to 
the totals of other crop production. 

I would like the committee to know something of what has actually 
happened to the mainland cane and beet industries in acreage restric- 
tion in the last 2 years. First take the Louisiana-Florida industry. 
For a number of years after 1948 the harvested acreage of the industry 
was relatively stable. In 1954 an acreage cut of 11 percent from 1953 
was enforced. The industry was cut again the next year to a total re- 
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duction of 18 percent. With the exception of the freeze-damage year 
of 1951, the industry made more sugar than its 500,000-ton quota for 
each of the last 6 years and during each of the last 3 crops produced 
more than 600,000 tons. 

In thinking of the effect upon farmers of sugarcane-acreage restric- 
tions, it should be borne in mind that cane is a 3- to 5-year crop in the 
United States, that is, once planted, it can be used beneficially for 
that length of time and when a fixed reduction is ordered not only the 
right to grow is reduced but a capital investment may be destroyed. 
That is an additional reason why the mainland cane people regard so 
apprehensively the threat of further acreage restriction. 

On January 1, 1955, the mainland cane area had an effective inven- 
tory of sugar equal to 80 percent of its annual quota. That meant 
that the industry as a whole could sell only 100,000 tons of 1955 crop 
sugar in that year, less than one-sixth of its annual production in each 
of the last 3 years. 

Sugar-beet acreage in 1955 was cut 10 percent from the acreage 
of 1954 with some States suffering an enforced reduction of as much 
as 15 and 16 percent. Both areas are now faced with further enforced 
acreage restriction. 

Actual facts show the predicament of individual domestic produc- 
ers caused by production which they are forbidden to market. The 
Okeelanta Sugar Co., of Florida, has nearly 6,000 tons of sugar 
produced in the early weeks of this year that it will not be able to 
market until 1956. Its entire 1955 crop production will have to be 
carried, some of it to 1957. 

The Burton-Sutton Co., of Louisiana, had stocks on hand January 1, 
1955, equal to over 97 percent of its expected marketing quota for the 
entire year. It anticipates that when its 1955 crop production com- 
mences there will be no quota available after the second day of oper- 
ation. 

The Union Sugar Co., of California, had an effective inventory of 
74,000 tons of sugar on January 1, 1955, but will be allowed to market 
in 1955 only 100 tons of sugar which it will produce this year. 

I do not need to tell you that these congested stocks are burdens— 
expensive to store and care for, expensive to carry and finance. 

A modest immediate increase of 20,000 tons in the quota of Puerto 
Rico is provided in the bill. Puerto Rico is being restricted in its 
sugar production for the fourth straight year, and since 1952 has had 
inventory problems. She likewise asks for some relief, some right to 
look forward to increased employment and greater productivity, 
which are points of great concern to that island. 

Puerto Rican spokesmen listening to the figures given at the hearing 
Wednesday to tniosts a large buying power in Cuba growing out of 
her sugar sales to this country, have pointed out that, on from only 
about one-third as much sugar sold, Puerto Rico buys annually from 
the mainland $50 million more than Cuba’s purchases in this country. 

With the aid of one of the greatest agricultural research organiza- 
tions on earth, the Hawaiians, already the world’s top producers of 
sugar per acre, have made new records which a few years ago would 
have been regarded as completely unattainable. Surrounded by water, 
with much of the land on mountain slopes, Hawaii has almost no op- 
portunity for acreage expansion. Actually, the needs of the Nation in 
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enlarging its military establishments in this strategic area resulted in 
the conversion of agricultural land to national uses. Even with her 
high yields per acre, Hawaii does not have an immediate inventory 
problem. Therefore, with great generosity she has said to the other 
domestic producing areas that she would like to join with them in sup- 
port of the bills introduced with the understanding, and it is so pro- 
vided, that, once the pressing needs of the other domestic areas are met, 
Hawaii will fully share the domestic part of our increased sugar mar- 
ket. Her past record in increasing yields shows that she will need this 
share of the increase as her industry moves into the future. 

In my review of important changes and conditions affecting the do- 
mestic producers, I mentioned that restriction of acreage of the crops 
has created an insistent demand for greater acreage to produce sugar; 
a food of which we import nearly half our national needs. This de- 
mand for more beet and cane acreage was not stimulated by the indus- 
try itself, but was a natural consequence of the desire of the farmer 
gainfully to employ his land, his labor, and his farm machinery. 

In 1954, 934,000 acres of beets planted in this country produced 
1,978,000 tons of sugar, raw value, 178,000 tons more than the indus- 
try’s quota. The 1953 crop beet sugar output exceeded the quota by 
76,000 tons. Yet the planted beet acreage.of the 1953 crop, as well 
as that of 1954, was less than that planted in 1933—more than 20 
years earlier. 

Beet plantings of the 1953 crop totaled 802,000 acres compared with 
1,034,000 acres in 1933, a decline of 23 percent. Plantings in 1953 
were 18 percent below the 984,000 acres planted in 1947, the year in 
which the Sugar Act of 1948 was passed. 

You can readily see, gentlemen, how difficult it is for beet farmers 
to understand—no expansion, in fact, a reduction in acreage having 
occurred—why it is necessary to take a further cut in their plantings. 

I would like to compare the situation I have just mentioned with 
the situation in Cuba. The records show that 2,315,000 acres of cane 
were grown in 1939 in Cuba. The records also show that in 1953, the 
last year for which I have figures, the acreage of cane grown in Cuba 
was 3,890,000. In other words, in the 14 years from 1939 to 1953, the 
Cuban sugar industry took into its embrace over 1,500,000 acres, a 
gain of 68 percent, while the sugar-beet acreage between 1939 and 
1954 actually decreased 6 percent. These figures may help you to 
understand why American farmers are indignant that the more for- 
tunate industry of Cuba should be preferred over any increase in 
domestic production. 

In Washington, in Idaho, in Wyoming, in Montana, and in other 
Western States, new farms and new homesteads are taking form on 
the lands opened up to settlement on the Columbia Basin reclamation 
pandeats on the Hart Mountain and Big Horn-Hanover Irrigation 

istricts in Wyoming, on the Minidoka project in the Snake River 
Valley of Idaho, and in other western developments. The men who 
are building these homes, many of them veterans who drew their farms 
by lot, simply do not understand why they cannot be given the right 
to grow an acreage of sugar beets adaptable to their enterprise and 
their rotation. ese men are American citizens. ‘The land is Amer- 
aia Their purchasing power is entirely expended in the American 
market, 
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The Sugar Act in its broad terms has been sound and successful 
legislation. It was drafted with full recognition of the rights and 
interests of consumers which have been fostered and protected 
throughout the history of sugar laws and should be fostered and pro- 
tected in any revision of them. The consumer has benefited through 
the stabilization of supply at modest prices. Measured in terms of 
consumer purchasing power, in the time that it takes an average work- 
man to earn enough money to buy a pound of sugar, and in the rela- 
tively small increase that has taken place in the price of sugar com- 
pared to the increase in the price of other foods, the level of sugar 
prices in this country has been modest. In terms of consumer pur- 
chasing power, the American sugar price is lower than in any other 
major country in the world. A sound and healthy domestic sugar- 
producing industry has been an important factor in both the stabiliza- 
tion of supply and in the reasonable price level that has prevailed. 
During the war, beet and Hawaiian sugars were shipped to fill empty 
shelves in stores in Brooklyn. The modest changes in the present 
quota provisions of the law that have been proposed by the domestic 
industry fully protect as they should do, the interest of consumers. 

In the spring of 1954, the domestic sugar-producing groups com- 
menced a long series of discussions with each other and with Members 
of the Congress and the executive departments in respect to a timely 
and sensible revision of the Sugar Act. Good friends in the Congress 
counseled postponement until 1955 of any suggested changes in the 
law, but at the same time strongly recommended that the situation be 
analyzed and proposals submitted for consideration by the Congress 
this year. 

The 28 identical bills introduced in the House propose necessary 
changes in the law which should be considered in terms of related 
background and fact. 

When the present law became effective in 1948, the total annual 
sugar requirement of this country amounted to 7,200,000 tons. The 
initial estimate of requirements for 1955 has been set by the Secretary 
of Agriculture at 8,200,000 tons, up 1 million tons since 1948—result- 
ing largely from the steady increase in our population. Foreign 
suppliers, ee Cuba, got the entire benefit of this increase, 
except for the addition of 170,000 tons to the quota of Puerto Rico 
and 6,000 tons to the quota of the Virgin Islands decreed by the 
Congress to be effective in 1953. The absolute net gain in annual 
basic quota by foreign suppliers out of the sugar market increase 
between 1948 and 1954 was nearly 875,000 tons. The cumulative total 
gain over the 7 years was 4,800,000 tons. 

The bills you are considering approach quota revisions on the 
premise that, since foreign countries have had all the increase in the 
American market for 7 years in the aggregate amount of 4,800,000 
tons, it is entirely proper and just, in view of the plight of the 
domestic industry, that for a short time American producers receive 
the increase. 

Present foreign quotas have been established for this year on the 
basis of the initial requirement estimate of 8,200,000 tons, which is 
approximately the amount of sugar that actually moved into the 
channels of consumption last year. Forecasts have been prevalent 
in the sugar trade for some time that the final requirement figure 
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for 1955 will reach at least 8,400,000 tons, or 200,000 tons more than 
the initial estimate, and the Department of Agriculture has forecast 
a higher figure. The modest increases in domestic quotas proposed in 
this bill total only 188,000 tons and therefore would be absorbed by 
the anticipated growth in our market this year. 

The bill proposes that the quota of the mainland cane area be in- 
creased 80,000 tons, the quota of the beet area 85,000 tons, the quota 
of Puerto Rico 20,000 tons, and the quota of the Virgin Islands 3,000 
tons. 

In other words, time and the increase having run for 7 years, all 
for the benefit of Cuba and other foreign suppliers—and_ having 
resulted in an 875,000-ton increase in the basic annual quota of foreign 
nations, we ask that the hands of the clock and the foreign escalator 
be stopped momentarily, until the domestic industry realizes from the 
market increase 188,000 tons—21 percent of the annual increase that 
has been conferred upon and is perpetually owned by foreign industry. 
‘That 188,000 tons is an increase of only 4 percent in domestic quotas. 
It is slightly less than 4 percent of Cuba’s volume of sugar sales to 
the United States and other countries last year. 

And, since the anticipated increase in our sugar requirements for 
this year exceeds the 188,000-ton increase proposed for the domestic 
areas, the bill will not reduce by 1 ounce Cuba’s present quota, and 
will preserve for Cuba the full position she now enjoys in the Ameri- 
can market. 

After consumption reaches 8,388,000 tons, the bill directs that all 
further increases be divided between domestic and foreign suppliers 
on the basis of 55 percent for domestic and 45 percent for foreign. 
This restores approximately the same percentage sharing provided 
in sugar legislation prior to the Sugar Act of 1948. 

We believe that this guaranteeing to foreign suppliers through 
American legislation, of a 45-percent share in the increase in our 
sugar market, is not only generous, but has few precedents in world 
trade. We are thus enabling foreign countries to continue to par- 
ticipate in the future expansion of the United States sugar market 
after a short interval required for the domestic areas to work out of 
their present difficulties. 

The only effect the bills will have on Cuba’s share in the American 
market is to give momentary pause to her increasing share and retard 
the rate of her future increase from the lion’s share of 96 percent. 

There are claims that the pending bill will disastrously reduce 
Cuba’s present purchasing power in this country. <A thing cannot 
be reduced unless it is cut in size. Cuba’s current contribution to this 
sugar market is continued—from which it necessarily follows that 
her current purchasing power will not be reduced by the bills. It 
is true that her current purchasing power will not increase quite as 
fast, but the State Department proposal itself takes the position that 
this is in the overall interest of our country. 

There has been presented to the committee by Secretary Holland 
the position of the executive departments on sugar legislation. This 
position recognized and endorsed all four basic principles the domestic 
industry has asserted and which are embodied in the legislation you 
are considering— 

(1) That there should be sugar legislation passed in 1955 to extend 
until 1962. 
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(2) That the relationship between domestic and foreign producers 
should return to a percentage quota in order that the domestic pro- 
ducers could share in the added volume produced by our population 
growth. 

(3) That this relationship should return to a basis of 55 percent 
for the domestic producers and 45 percent for the foreign producers, 
which is approximately the relationship existing between 1934 and 
1948. 

May I say, as an insert, and this is generally not understood, that 
if the percentage provisions of the 1937 act were now in effect the beet- 
sugar quota would be 103,000 tons greater than it is. 

(4) That any domestic deficits in the market increase be filled by 
other domestic areas ahead of foreign suppliers. 

The recommendations of the executive department and the 28 bills 
do part company in dealing with the precise time when the growth 
in our market is to be measured and at what level or benchmark, as 
Secretary Holland described it. 

The executive departments in effect propose that the domestic areas 
be held back through the buildup of another 150,000 tons of growth to 
the Cuban industry and make no provision for any immediate quota 
relief to any domestic area. 

We submit most earnestly that in the consideration of time and 
circumstances the proposal of the executive departments fall short of 
what is right. For months we have been talking about acreage cut- 
hacks, past and prospective. Whatever relief by way of sugar pur- 
chase may have been intended, it holds no answer to that problem. 

The provisions of the bills were arrived at after weeks of patient 
discussion within the industry, after repeated consultations between 
the industry and Members of Congress. They represent a modest 
and moderate division of the growth of our market only in which 
division the domestic areas have in fact written down their just claims 
to what they regard as below the minimum to which they are fairly 
entitled. 

The domestic industry and the sponsors of the legislation before you 
present the bills as a fair, honest compromise between the claims of 
our own industry and our wish to benefit foreign suppliers. By any 
test, the bills are in the best interests of the United States. 

Domestic sugar organizations and interests for whom the witness 
appeared : 

UNITED STATES SUGAR BEET INDUSTRY 


The Amalgamated Sugar Co. 

American Crystal Sugar Co. 

The Big Horn Basin Beet Growers Association 

Black Hills Beet Growers Cooperative Association, Inc. 

Buckeye Sugars, Ine. 

California Beet Growers Association, Ltd. 

Central Nebraska Beet Growers Association 

Eastern Washington Cooperative Beet Growers Association 

Farmers & Manufacturers Beet Sugar Association, representing grower associa- 
tions and processors of Michigan and Ohio 

Franklin County Sugar. Co. 

The Garden City Co. 

Goshen County Cooperative Beet Growers Association 

The Great Western Sugar Co. 

Gunnison Sugar, Inc. 

Holly Sugar Corp. 
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Idaho Sugar Beet Growers Association 

Layton Sugar Co. 

Lower Snake River Sugar Beet Growers Association 

Mason City District Beet Growers Association 
Montana-Wyoming Beet Growers Association 

The Mountain States Beet Growers Marketing Association 
The Mountain States Beet Growers Marketing Association of Montana 
The National Sugar Manufacturing Co. 

The Nebraska Non-Stock Cooperative Beet Growers Association 
Northern Montana Beet Growers Association 

Red River Valley Beet Growers Association 

Southern Colorado Beet Growers Association 

Southern Minnesota Beet Growers Association 

Spreckels Sugar Co. 

Tongue & Yellowstone Beet Growers Association 

Union Sugar Division, Consolidated Foods Corp. 
Utah-Idaho Sugar Co. 

Utah Sugar Beet Growers Association 

Western Beet Growers Association 

The Western Colorado Beet Growers Marketing Association 
Western Montana Beet Growers Association 


MAINLAND SUGAR CANE INDUSTRY 


American Sugar Cane League 
Florida Sugar Producers 


HAWAIIAN SUGAR CANE INDUSTRY 


Hawaiian Sugar Planters Association 


PUERTO RICAN SUGAR CANE INDUSTRY 


Association of Sugar Producers of Puerto Rico 
Puerto Rican Farm Bureau 

The Cuaimrman. Mr. Kemp, I congratulate you on this well-pre- 
pared statement, which I am certain will be considered by every 
member of the committee, although many members are necessarily 
absent. It will be called to their attention when they return, and 
these hearings are resumed. 

I want to ask you a few questions if I may, sir. 

The beet-sugar producers did not reach their authorized quota until 
the harvest of 1954; is that right? 

Mr. Kemer. No; that is not age correct, Mr. Cooley. I think we 
overproduced the quota slightly in 1938. Again, I think, in 1950. 
The crop of 1953 was over about 76,000 tons. 

The big increase came in 1954 when it was about one hundred and 
seventy thousand-odd tons, but we have grown more than 1,800,000 
tons in other and earlier years. 

The Carman. I had information to the effect that you only 
reached the 1 million 8 figure in 1954 of actual planting. 

Mr. Kemp. That is not correct, sir. I am sure if Mr. Myers, as he 
readily can, will give you the industry’s production for the years, he 
will point out that it exceeded 1 million 8 more than once. 

The Cuarmman. In the years that you failed to reach the maximum 
quota, it was due to the fact that the beet producers did not plant the 
acreage that they were authorized to plant; is that not uel 

Mr. Kemp. That is right, sir; and, of course, there is a lot to be said 
about that. 

For instance, during the war our people were out riding Patton’s 
tanks instead of tractors. We did not have labor. We suffered as 
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every other producing industry suffered. I think the cotton acreage 
and cotton production also went down in that time. There are a lot 
of things that contributed to the fact that we did not keep up to the 
level of our production. _ 

The Cuamrman. How did you dispose of the overquota sugar pro- 
duced in 1953? 

Mr. Kemer. That we still have. 

The Cuarrman. What? 

Mr. Kemp. We still have it, because under a system of this kind, if 
you can only sell so much, and you produce more, why, you have still 
got the excess. 

The Cuarrman. Do you mean that 73,000 tons is still in storage? 

Mr. Kemp. We have still got it—not that exact sugar—under the 
first in and first out rule, but an equivalent quantity. 

The Cuarrman. You have that surplus that accumulated as the re- 
sult of the plantings in 1953, and yet you increased acreages substan- 
tially in 1954 and increased far beyong the plantings of former years; 
did you not? 

Mr. Kemp. No; because as I pointed out to you, sir, 20 years ago, 
we had 100,000 more acres than we planted in 1954. I grant you that 
I think the industry knew in 1954 that it would probably exceed its 
quota, but you cannot always be sure of that. 

And the whole situation was discussed with the Department of 
Agriculture in anticipation of the 1954 crop and acreage restrictions 
were not applied. So they went ahead and planted. 

The Cuamman. What was your acreage in 1953, as compared with 
1954? 

Mr. Kemp. I think it is in the statement ; 1954 was higher than 1953. 

The Cuatrman. Sure, by what acreage? 

Mr. Kemp. It went up about 132,000 acres. 

The Cuatrman. That is the point I want to make. Facing the 
fact that you had an accumulated surplus of 73,000 tons, the beet 
producers did nothing whatever in 1954 to bring production in line 
with consumer demand or to reduce the production of sugar, nor did 
the Department impose quotas or acreage allotments on you in reduced 
fashion in 1954. 

Mr. Kemp. In substance that is a correct statement, sir. I will make 
this one exception to it, that in a number of areas in the country acreage 
having reached a certain point was arbitrarily held at that level, 
because it was then apparent that we were going over the dashboard, 
so that the industry actually held the acreage down to the level that 
was planted in 1954. 

If the industry had taken all the farmers wanted to grow, it would 
have gone beyond that. 

Mr. AnpreseNn. Will you yield ? 

The Cuarrman. You were under no restrictions, were you, in 1954? 

Mr. Kemp. No; except the restrictions voluntarily imposed. 

The Cuarrman. They did not amount to restrictions at all—you 
were under no restrictions—you were suffering no penalties, and you 

lanted all you wanted to plant, and you say now that you came to 
a and conferzed with the officials of the Department? 
Mr. Yes 


The CramrMan. And the officials of the Department, knowing that 
you had a surplus of 73,000 tons, did not impose quotas, and permitted 
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you to plant these sugar beets in an expanding fashion, and you accu- 
mulated even twice the surplus that you had in the year 1953; is that 
not correct ? 

Mr. Kemp. Mr. Cooley, let me say this about that problem, and I 
think it is also to some extent an answer to your inquiry of the same 
situation in Louisiana. It is not an easy thing for an administrator 
to apply a restriction. 

The CuarrMan. What do youmean? All he had to do was to write 
an order—did not even have to hold a referendum. 

Mr. Kemer. Who accepts the responsibility for it ? 

The Cuarrman. The Secretary of Agriculture, who is charged with 
that responsibility. 

Mr. Kemp. I know, but it still is not a very pleasant thing to restrict 
farmers; is it? 

The Cuarrman. That is true. I agree with you. Even in 1955 
when the Department could have exercised the authority vested in it 
by Congress, knowing that you had an accumulated surplus in 1953, a 
substantially greater accumulation in 1954, instead of reducing the 
acreage by 25 or 30 percent, they only reduced it by a slight 10 percent. 

Mr. Kemp. Yes; but they reduced it enough so that on any statisti- 
cal approach, the acreage they allowed us would produce only the 
quota. That is what they have done this year. 

The Cuamman. What? 

Mr. Kemp. That is exactly what they did this year. They cut us 
back so that the acreage we are planting, based upon any normal 
expectation of growth, will produce only the quota. 

The CuarrMan. Will permit you to produce the maximum quota, 
and they did that deliberately, knowing that would happen; did they 
not? 

Mr. Kemr. That I cannot answer—I cannot answer for the Depart- 
ment—but I think it is true. 

The Cuarman. Did you not confer with the Secretary of Agri- 
culture, Mr. Benson, or some of the officials in the Department with 
reference to the plantings and the allocations for 1955? 

Mr. Kemp. Yes. 

The Cuarrman. You make calculations designed purposely to en- 
able you to produce the full maximum of your quota ? 

Mr. Kemp. No; that is not right, Mr. Coo - The Department 
held public hearings and asked the opinion of the industry, what 
acreage ought to be divided up on a national basis. The industry sug- 
gested 863,000 acres, and the Department set it at a lower figure. 

My impression is that in the harvest of this crop, we will not produce 
a maximum, but it will be close to it. 

The Cuarrman. Then you will be able to absorb some of the 
surplus? 

Mr. Kemp. Some slight part of it. 

The CuarMan. You used this expression in your statement, on 
page 12: 

These figures may help you to understand why American farmers are indignant. 


Just what right do you have to be indignant when you were not 
reduced and were permitted to pile up a surplus? 

Mr. Kemp. I will tell you why we have a right to be indignant, Mr. 
Cooley. This thing could be much simplified, what we are talking 
about here. 
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The Cuarrman. Sugar. 
Mr. Kemp. No; we are talking about the American market—that 
is what we are talking about—the American market for sugar and who 
gets it. And we have several claimants, among whom you people 
will have to be a referee. And who are those claimants? Well, prin- 
cipally before this committee there is Cuba on one hand, and there 

are the American sugar producers on the other hand. 

We have got an increasing market in this country. 

The CuarrmMan. Do not leave out Mexico and the other claimants. 

Mr. Kemp. Yes; they become a part of the claimants to the foreign 
share. 

So we will say foreign countries on one hand and the domestic 
producers on the other hand. 

We are not arguing about the division of the market that took 
place in 1954. What we are arguing about is the division of the in- 
creased consumption of the people of this country from January 1, 
1955, on. 

We say we ought fairly to get a part of that. We ought not to be 
denied that, and we ought to get it in 1955. And we are indignant 
that we have to cut our acreage back, because the market for it is 
given to somebody else. 

The Cuarrman. If you had not planted too much in 1954, and if 
you had attempted to stay within your quotas in 1954, you would 
not have had this situation. 

Mr. Kemp. Sure, we would. Suppose we had not produced a pound 
over 1,800,000 tons, we are still held back in acreage, while the other 
fellows are getting the increase. 

The CuatrMAn. I am talking about your ultimate production. If 
you had attempted controlled production, which we have attempted 
in our basic commodities, you could have prevented the situation that 
you are in at present. 

Mr. Kemp. No, because you put too much emphasis, Mr. Cooley, 
all along in this questioning there has been too much emphasis placed 
upon this excess that is in people’s hands. 

The real problem here is the right to plant. 

The Cuarrman. All right, let us go back and see the original pur- 
pose of the act. You had a full right to plant before 1934. You 
wanted this act. You say it is a magnificent piece of legislation and 
a great program. Here is what Mr. Roosevelt said in February 
1934, when he sent this message to Congress. Here is one quotation: 


I feel that we ought first to try out a system of quotas with the threefold 
objective of keeping down the price of sugar to the consumer. 


That was the first one. 


Of providing for the retention of beet and cane farming within our continental 
limits, 


That isthe second. And here is the third: 


And, also, to provide against further expansion of this necessarily expensive 
industry. 

Mr. Kemp. Do you believe that? 

The Cuarrman. That was by Franklin Roosevelt in his message to 
Congress in February 1934. It never was contemplated by Mr. Roose- 
velt and never was contemplated by this committee—never was con- 
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templated by the industry—that we would continue to finance this 
“necessarily expensive industry.” 

If that was the original concept of the legislation, and the program, 
I do not think that we should use such harsh words as “becoming 
indignant”. We had the blessings for 21 years, and now you are, 
for the first time, called upon to bear some of the burdens of the 
program, and then you become indignant. 

Compare what we have done in wheat—in the basic commodities— 
in cotton and the others, and we have not been indignant. We have 
approved these programs in a referendum. We have accepted these 
blessings, yes, but we have borne the burden. 

The first time you are called upon to bear a burden you come in and 
say that you are indignant; that you have to come in and ask for the 
right to grow sugar. You are growing sugar now, and you know it, 
and you are being subsidized by the consumers of America. And 
without the subsidy, and without the program, Cuba, and the offshore 
areas could put you out of business overnight. 

I am not saying this critically, because I say now I am for the pro- 
gram. Iam for reasonable expansion of the program, but I think it 
is a kind of indictment of the program when you say that you are 
indignant because you have to comply with it. 

You embraced it to start with. You embraced it as late as 1948 and 
1951. You want itnow. You do not want Congress to repeal it. I 
do not want it repealed. 

I think that we have to be realistic about the thing. I think that 
your presentation here has been as clear and as cogent as it could 
— y be, but we must realize that we must look back at what has 

appened in past years, and we cannot kid ourselves. Every time 
you hit the quotas, the top level, you will come back here and ask for 
an expansion of the quotas. If so, then Mr. Poage was right a moment 
ago when he said that apparently the sugar industry in this country 
wants us to continue to permit it to expand and continue to protect it 
and to maintain this necessarily expensive industry. We have done 
that for wool. That is out in the Colorado area, but we put a limit 
upon it. We said, we will put it up to 230 million pounds of shorn 
wool. We will subsidize that. 

When you come back to quote to us from our committee report, I 
want to remind you of the fact that, when the industry appears here, 
that you said that we would like to “reserve the right,” but here is 
what the report says, and you quoted from it: 

The committee believes that it should be made abundantly clear that the dis- 
tribution of the American sugar market among the producers of the United 
States and foreign countries and the provision for the establishment of quotas 
for the ensuing 5 years on the basis provided for in this bill is not intended to 
establish, and should not be construed as establishing, a permanent production 
and distribution pattern, nor as waving American producers’ rights to such por- 


tions of the American market as they can supply at the conclusion of the 5-year 
period covered by the bill. 


It did not say “3 years.” It said, “at the conclusion of the 5-year 
period covered by the bill.” 

Mr. Kemp. That ended in 1952. 

The CuarrMan. 1947. 

Mr. Kemp. And 5 years made it 1952. 
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The Cuarrman. Then we came along in 1951 and the committee 
said this: 

This committee emphasized in its report that the Sugar Act of 1948 was de- 
signed to meet problems of the temporary postwar transition period, and was 
not to be regarded as the establishment of long-time national sugar policy. 

Now, Mr. Eisenhower was the first man who made a statement that 
indicated that this law which we passed was to be regarded in the 
nature of an agreement when he, at the White House conference at- 
tended by about 40 Members of Congress said, in effect, that we should 
not run out on any agreement. Nobody asked him to amplify that 
statement. It meant to me that Mr. Eisenhower regarded this as a 
sort of an international agreement which we in good faith should keep. 

Mr. Holland, of the Department of State, came here the other day 
and he indicated somewhat the same thing. Only he said, of course, 
it is not a treaty, it is not an agreement, but we should take these 
things into consideration. There may be a moral obligation. 

Mr. Poage tried to bring it out that he was willing to be half moral 
and half immoral. He would be halfway. That is what this com- 
mittee is confronted with. 

I want you to know that when I came on this committee my sym- 
pathies were all, in fact, with the expansion of sugar production, but 
when I found out how expensive it was, then I did change my views. I 
was still willing to go along with this act, and am willing to go along 
with it now and with any reasonable modification of it. 

Let us be realistic about it. 

Mr. Holland and Mr. Benson, speaking for two great Depart- 
ments of this Government, and speaking very strongly and clearly 
and as forcefully as they could, have said what the administration 
thinks about it. 

Mr. Kemp. We hope you might have a warmer heart, Mr. Chairman. 

The CHatrrMAN. Maybe my heart is warmer—maybe I agree with 
you. It is difficult for me to believe that we can pass a bill that the 
President of the United States does not want. 

Mr. Kemp. Can I point out to you, sir, that you are overlooking the 
very basis for the complaint we make. Here it is: 

When we started the Sugar Act we had a percentage of the market. 
That was provided in the 1937 act that you helped to create. And 
the gentleman who is on that portrait behind you, a very great states- 
man, sat here in the position that you hold now. We got a percentage 
of this market. So that as the country went ahead and we got more 
people and we had a higher economy we shared in that improvement. 

For reasons, sir, that have long since gone into the dim and distant 
past, we were put on a flat quota in 1947. And we have now no share, 
no percentage right, no claims to participate in what is going on in 
the country. And we would like that changed. 

The Cuarrman. At that time you were given a guaranteed quota 
because you asked for it and you wanted it, and the committee gave 
it to you. 

I will say now frankly that I think that the domestic producers 
should share in the growth. 

Mr. Kemp. Sir, we made that contribution to me to help this sugar 
industry get over the dislocations of the war period. 

Cuba had increased her production. We turned the residual of the 
market over to Cuba—and if you will read the committee’s report you 
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will see that what we were trying to do was to take care of those con- 
ditions that had arisen out of the war, so that Cuba could, in effect, 
get down from the high plateau of production which she had reached. 
Our willingness at that time to take a fixed quota was based upon the 
belief that at that time it was in the interests of the country and of 
the whole sugar picture. 

Well now, that is 7 years since. We ask to be restored in some 
modest degree, sir, to the participating right we once had in the in- 
crease in this market. 

The Cuairman, All right now, your quotas were so generous, 
guaranteed quotas were so generous and so adequate that you never 
even hit the top except in 1953, and again in 1954. So you hit it 
twice in 7 years. For myself, I am perfectly willing to say that I am 
inclined to favor greater participation in the growth formula and 
in the great expansion of sugar. 

Mr. Kemp. I am glad to hear you say so. 

The CuHatrMan. It is a question of how far we should go. 

Mr. Kempe. Allright. And if what we have said here, the facts we 
have presented to this committee, if the reasonableness of this pro- 
posal does not appeal to you, sir, I know you will not accept it. 

I would like at this time, please, to talk a little bit about this word 
“subsidy” that has been used around here so much. Will you listen 
to me a little bit about that, because I will tell you this program 
has been so good a program, it has worked so much in the interests 
of everybody in the United States that you people who really were 
the means of creating it ought to take more credit for it than you 
do. 

The Cuarrman. That is all right. 

Mr. Kemp. You are entitled to more than you take. 

Now we are talking about subsidy. Let us see what the subsidy 
is in the sugar program. 

There is the intimation, and it seems to me that perhaps you have 
heard some discussions of this from some other point of view, that 
the domestic producer is heavily subsidized, that the program works 
heavily in his favor against the foreign supplier to this market. 

The Cuarrman. No, no. Nobody ever made that contention. 

Mr. Kemp. You say that they are subsidized, too? 

The Cuatrrman. No, no. 

Mr. Kemp. I am going to show you they are. So I would like very 
much to have an opportunity to discuss this question of subsidy. The 
sugar program is a threefold program. 

The first thing in it—and it is really not a part of the sugar pro- 
gram—is a small tariff. We have a 50-cent tariff per 100 pounds of 
sugar. 

When I first came down here in 1931 or 1932, we had a tariff of 
$2 against Cuban sugar. 

The Cuamman. What tariff year was that? 

Mr. Kemp. 1932. That has been cut. In 1934, Mr. Chairman, you 
were here, when the Jones-Costigan Act was passed the tariff against 
Cugan sugar was $2 a hundred. It has been cut to 50 cents. And 
that remittance, if you wish, to compare with the old tariff, has been 
$30 a ton on Cuban sugar, and probably well around a billion and a 
half dollars, compared with what it would have been had we con- 
tinued on a 2-cent-tariff basis. 
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So we have a little tariff, 50 cents, which is really nothing. What 
was the next thing we got? We got a quota. And that is really the 
heart of this program, the quota program. : 

And who benefits from that? Everybody that sells in this market 
benefits from it. And in exact proportion. We do not benefit any 
more than Cuba benefits. 

The CHatrmMan. Cuba does not get back the payments that you 
get back. 

Mr. Kemp. I will get to that, and I will show you what that amounts 
to. Cuba benefits from the quota provisions and its good influences on 
the price on this market exactly as we do. In fact, the price on our 
sugar is made by the price Cuban sugar sells in this market. So they 
get the benefit of the quota, and they get the benefit of the price in this 
market. 

I will quote again from Mr. Mendoza: 

We are extremely lucky that such a quota system exists as otherwise domestic 
beet and cane producers in Puerto Rico would be dumping half a million tons 
more in the American market and Peru, Formosa, Indonesia, and all other sugar- 
exporting countries would compete with us in the United States market, causing 
Cuba’s financial ruin. 

The point is that the real benefit of the sugar program—and it is 
a great benefit to the domestic producer—is in the quota provisions 
and their favorable influence upon price in this country. And Cuba 
sits at the table and gets help exactly as we do. 

The next thing in this program is this tax and payment scheme. 
And honestly, the misunderstanding there is about that warrants me 
taking a minute or two to talk about it. 

The first point I want to make, we have got a 50-cent tax on sugar, 
which is paid into the Treasury of the United States, All right, you 
say, “Well, who pays that?” 

Well, let us inquire a little into that. I am going to read from 
Franklin Roosevelt’s message on February 8, 1934, to which you re- 
ferred, Mr. Cooley, when he sent a message to the Congress on the 
sugar situation. He said in it, after proposing a processing tax of 
one-half cent per pound: 

Consumers need not and should not bear this tax. It is already within the 
executive power to reduce the sugar tariff by an amount equal to the tax. In 
order to make certain that American consumers should not bear an increased 
price due to this tax, Congress should provide that the rate of the processing 
tax shall in no event exceed the amount by which the tariff on sugar is reduced 
below the present rate of import duty. 

And when President Roosevelt signed the Jones-Costigan Act on 
May 9, 1934, he said this: 

I have today signed H. R. 8861, which I am advised will permit a rapid 
approach to the solution of the many vexing and difficult problems within the 
industry. Acting upon the unanimous recommendations of the United States 
Tariff Commission, I have today signed a proclamation reducing the rate of 
duty on sugar, The rate of the processing tax must not exceed the amount of 
the reduction. This means that the processing or compensatory taxes will not 
increase in themselves the price to be paid by the ultimate consumer. 

Mr. Poage. Will you suffer a question right there? It is perfectly 
plain that the consumer was paying that tariff prior to that date, is 
it not? 

Mr. Kemp. Prior to that date? Yes, but under a quota system he 
does not pay it. The effect of the tariff—and I am no economist, but 
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I will just make this one observation—the effect of a tariff in a quota 
market is quite different from the effect of a tariff in a nonquota 
market. 

Mr. Poace. All right; but prior to that date the consumer was 
paying that tariff, was he not? 

Mr. Kemp. Because there was no quota. 

Mr. Poacr. There was not any quota—there was not anything but 
the tariff, the $2 tariff—the consumer was paying it, was he not? 

Mr. Kemp. I think so. 

Mr. Poagr. I think so. Mr. Roosevelt said, if I understand him, 
in order that the consumer would not pay more, when we levy this 
50-cent tax, we will reduce the tariff by the same amount. 

Mr. Kemp. All right. 

Mr. Poace. Actually, reduced by more, finally. 

Mr. Kemp. I want to call that to your attention, in that time the 
tariff has been reduced another dollar, and the tax has remained 
the same. So the consumer is ahead of the game. 

Mr. Poace. That is right. Undoubtedly, the consumer is ahead of 
the game. Undoubtedly he is in better shape today than he was in 
1934. 

Mr. Kemp. Yes. 

Mr. Poacr. But what has that to do with whether or not the con- 
sumer is paying this remaining 50 cents, the fact that he did not get 
stuck in that transaction in 1934, does not indicate to me that he is 
not paying the 50 cents—he was paying $2. Now, it is true that he is 
only paying 50 cents, and is better off than when he was paying $2. 
We are talking about this 50-cent tax which has amounted to $1.2 
billion—that is what it has amounted to. 

Mr. Kemp. Well, sir, I do not know that I have helped this record 
any, but I would like to point out to you the difference between a 
tariff or an import, or an excise tax in a quota market, and one that 
is not a quota market. 

Now, we have a quota system, and we get the benefit of the influence 
of the quota in this market, and so does Cuba. 

Will you let me go on with this tax business, because it is not under- 
stood? I have heard statement here about sudsidies of $40 to $50 an 
acre. And for goodness sake’s, let us get the facts before us. 

The Cuarrman. What do you call itt 

Mr. Kemp. It is about $2 more than Cuba gets. 

The Cuarrman. I mean, what do you call it—you do not call it a 
subsidy—do you call it a compliance payment ? 

Mr. Kemr. The compliance payment is 15 cents more than the tax 
we pay on our own sugar. Mr. Myers called attention to that. The 
average payment was 65 cents a hundred pounds. And there is a 
tax of 50 cent a hundred on our own sugar, which we get back. 

Mr. Poace. I do not follow this. If we are only getting $2 an 
acre better than Cuba is getting, how in the world do we stay in the 
sugar business? You cannot produce sugar for $2 per acre within 
what Cuba produces. 

Mr. Kemy. No, because Cuba gets the price that is permitted in 
the quota system in this country. 

Mr. Poace. You say that Cuba comes within $2 per acre of getting 
as much as we do? 
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Mr. Kemp. Out of this system, that is right. Cuba profits by the 
sales she makes in this country. That is why there is such an argu- 
ment over it. 

Mr. Poage. I do not doubt but what she is making some very excel- 
lent. profits. 

Mr. Kemp. And I am quite in favor of that, by the way. 

Mr. Poagr. Everybody is in favor of handsome profits. 

We never have seen this when we were talking about cotton, when 
we were talking about wheat, when we were talking about some of 
those commodities in which there is no big profit. And when we do, 
this room does not fill up this way. 

Mr. Kemp. I heard the chairman say yesterday he was for higher 
prices. I heard the chairman say yesterday that he was for higher 
prices on all agricultural products. I do not think that we would 
be here if this was not a profitable market, but I will call your atten- 
tion to the faet—— 

Mr. Poaer. Would you like to see the other commodities enjoy a 
similar profit ? 

Mr. Kemp. Do you hear Mr. Myers say that the people in the sugar 
business had made lower average returns than most food processors ? 

Mr. Poage. We have not been talking about food processors. I am 
talking about the producers. Are you coming here simply as a 
processor—are you coming as that, asking for our consideration ? 

Mr. Kemp. I do not think you would be much interested in what 
I had to say as a processor. What you would be interested in is 
what the farmers have got to say, and I am talking for the farmers. 

Mr. Poace. Do the processors only make the huge profits in sugar— 
is it them only # 

Mr. Kemp. No, it is not. 

Mr. Poags. I am asking you, then, would you like to see the wheat 
people, the cotton people, the tobacco people, and the peanut people 
make some profits somewhat comparable to what the sugar people are 
making ¢ 

Mr. eens Sir, I have not—— 

Mr. Poage. I think the peanut processors are making comparable 
profits, but the producers are not. 

Mr. Kemp. Have you any reason to think that the beet grower 
makes any more money out of this than the cotton grower ? 

Mr. Poser. I think so. 

Mr. Kemp. I do not know. I cannot answer that, but I do not 
know. I do not think so. 

The Cuarrman. His question is, are you willing for the producers 
of other commodities to make a profit. 

Mr. Kemer. I sure am. 

The CuarrMan, We want to speak to the Congressmen in your area 
to see if we can get some help from them. 

Mr. Kemp. There never seen anybody on this committee that was 


not for a fair share of the income of this country going to agricul- 
ture. Everybody talks about it but nobody does anything about it. 

Mr. Poage. But they do not all vote for a high price. 

Mr. Kemp. I think that they differ on how to do it. 

Mr. Poage. They do not figure the same amount is fair when it 
comes to sugar and cotton and tobacco and peanuts. They figure it 
1s a different share that is fair. That is the only point we are mak- 
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ing. They figure that three-quarters of a fair price is perfectly al] 
right if it relates to some of these other commodities, but if it relates 
to sugar they figure that you ought to get the full fair price. And 
I do, too, but I would treat cotton and other basic crops the same. 

Mr. Kemp. Iamasugarman. I am not going to get into an argu- 
ment about these other crops. I do not know anything about them. 

Mr. Poagr. Do you realize that a lot of your people have been giv- 
ing us that sort of talk, that they were not interested in anybody ex- 
cept “me and my wife, and my son John and his wife, and us four and 
no more.” 

A lot of your people in Colorado are interested in sugar, are they 
not ? 

Mr. Kemp. Yes And a lot of other things. 

Mr. Poace. Yes. And sugar has a subsidy. They are interested 
in wool, too. 

Mr. Kreme. Our sugar does not have any more subsidy than Cuban 
sugar. 

Mr. Poace. All right. Wool and sugar still have a subsidy, but the 
cottongrower does not get a Cuban subsidy. 

Mr. Kemp. Sugar has a modest tariff but no subsidy. 

Mr. Poacr. You call it what you want to. Over the years a bil- 
lion dollars of tax money that went into it. I do not know what you 
want to call it. Call it whatever you please. 

Mr. Kemp The Treasury of the United States has profited, as 
Chairman Cooley pointed out in a very fine radio statement—the 
‘Treasury of the United States has profited by $230 million. 

Mr. Poace. There is not question but what the Treasury of the 
United States profits whenever any industry in the United States 
profits, and we are glad that it is that way. We only wish that we 
could pay more taxes on these other commodities. But sugar has 
not contributed anything more than have other commodities. To- 
bacco contributes in 1 year as much as sugar has in 20 years. 

Mr. Kemp. I did not say it did not. 

Mr. Poace. Then tobacco has over a long period of years paid con- 
siderably more—in 1 year’s time more than sugar has since the pro- 
gram started in taxes to the United States Treasury. So we simply 
Say you pay a lot of taxes. We are glad you have paid a lot of 
taxes, and that you have made a lot of money, and we are glad you 
were able to do so. 

I am saying that Colorado gets a subsidy on sugar. Colorado gets 
a subsidy on wool. And then Colorado says, “But we will not pay, 
not even 75 percent of parity to the little peanut grower. We will 
just cut him root, vine, and all, and let him wither away.” 

That is what we are complaining about, and we are complaining 
about the attitude of the people who have gotten rich under Govern- 
ment programs that take care of their programs, saying, “We are 
not interested in anybody else.” 

I am interested in you sugar people. I want to see you get a fair 
deal, but I want to see the rest of America get a fair deal, too. 

The Cuarrman. If you will let me say this, you say it is not a 
subsidy. I have a record here of one State—I think I have the other 
States, too—in that State there are 2,867 growers, and the amount 
of money returned to those growers adds up to $38.63 per acre in the 
way of payments. 
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Do you know what this great State of Louisiana is doing on tobacco, 
on cigarette tobacco ? They tax it down there to the extent of $1,600 
an acre. To that the Federal Government adds another $1,600 an 
acre. That is the situation. 

As Mr. Poage pointed out, we pay to the Treasury on the domestic 
portion of our crop more than $1.5 billion a year. We have a tobacco 
program. We are pleased with it. It does not cost the Government 
any money. The Government made a net profit on it. 

These figures, I think, were through 1954, $1.216 billion, in rough 
figures. Your growers have received out of that $1.216 billion $926 
million. That leaves a profit in the Treasury. 

The taxpayers have profited, but we cannot kid ourselves into 
believing that we could run this program without some sort of an 
inducement. You may call it whatever you want to. We use the 
word “subsidy.” I do not like the word. I use it because it is used 
against other programs that we deal with. 

Mr. Matruews. Mr. Kemp, we had some testimony previously about 
problems of inventory on hand now in our domestic sugar supplies. 
There was a question yesterday by one of the committee members 
about some possibility of getting rid of some of these supplies through 

aid to foreign governments, through some program like that. 

The question I would like to ask is this, Do you have any particular 
suggestion about this problem of inventory, about any practical way 
of helping get rid of that inventory ? 

Mr. Kemp. Well, Mr. Matthews, the Government’s proposal, as 
evidenced by this committee print, which is before you—I understand 
that to be the evidence of the Government’s proposal—recornizes the 
principles that the domestic industry has advanced, but postpones 
until 1956 any increased share in the market. Any increased share in 
the market will permit disposal in a normal way of that much of 
the inventory. 

It never occurred to the industry that there was any other way of 
doing it; that is, when you have a stock, the only thing you can do is 
to sell it. 

We have had no experience whatever with anything but sales in 
the market. What we need, we thought, was some expansion of the 
right to grow and sell, which is merely another way of saying some 
increase in quota which would help us to get rid of these accumulated 
inventories. 

From what was said by Secretary Morse and Mr. Holland, the 
Government, for reasons that I have discussed, is apparently not too 
kindly inclined toward any immediate increase in our privilege of 
sales. They want to hold that back until next year, but they say in 
substance, “We recognize you have a problem. So what we are 
going to do is to go through the familiar route of a Government 
purchase instead of giving you a greater market share, and per- 
mitting you to sell the inventory or part of it in the market.” 

Inste: ad, they are going to take it off of our hands by a Government 
purchase. 

Well now, we have never had that experience. We do not know 
anything about it. We have asked ourselves since the question came 
up, “How in the world is this going to work? Who are they going 
to buy it from? What price w ill they pay for it?” 


65704—55——-18 
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Some people have inventories; some do not have inventories. How 
is it going to work through the industry ? 

Most important, a Government purchase does not do the farmers 
any good, because it merely takes sugar off the hands of the processor, 

The farmers’ interest is in some greater right to market. And that 
goes back to the right to grow. 

So we have not looked very favorably upon this question of a 
Government purchase. 

We have said this, and this was brought out by Congressman 
Poage in one of his questions yesterday, I think it was, “Well now, 
look, if the Government thinks that you ought not to stop Cuba from 
having more of the increase, would it not be better to buy sugar from 
Cuba than from us—give us a little more market, and let us market 
our sugar in the normal way, and buy the sugar from Cuba?” 

And Congressman Poage pointed out that maybe they could do that 
and spend less money. 

Well now, from our point of view it would be highly desirable if 
the benefits of whatever you people do for us is diffused through the 
processor to the grower. We need a little more right in this market. 
And if Cuba needs relief by way of some further disposition of the 
product, buy it from them. 

Mr. Marruews. In other words, you believe the increased quota is 
the answer to the problem ? 

Mr. Kemp. I certainly do, sir. 

The Cuarmman. That contemplates, certainly, a loss by the tax- 
payers of the country, because if you give away 100,000 tons, it would 
involve a substantial amount of money. It will have to come out of 
the taxpayers, if this program is to operate successfully. 

I want to call this to your attention. I am not doing it to be critical, 
but I want you to know what reduction some of the other crops have 
taken since 1953, when you got into trouble with your sugar. Wheat 
was reduced 30 percent; cotton was reduced 3314 percent; burley 
tobacco was reduced 25 percent ; peanuts have been reduced 40 percent. 

Yet they are the programs that people are ridiculing throughout 
the country—the very people, some of the very people who believe 
so very well in this sugar program. ‘They are the ones who have 
been trying to destroy the programs for other crops. 

That is the thing that we do not like about it. They not only at- 
tempt to destroy the program from the platforms and the pulpits, but 
on the floor of the House. 

Mr. Poage emphasized that, so that you people who are interested 
in sugar would realize that you cannot sit back and have your pro- 
gram and be indifferent to other programs. 

Mr. Kemp. Could I make this one observation about that? I do not 
want to get into the discussion about these other crops. Of course, you 
will vote for this. Maybe I will talk to Mr. Hill and some of the rest 
of them who have not voted the way you want. [Laughter. ] 

Maybe that is a fair deal. 

“very one of those crops that you mentioned, so far as I know, has 
the whole American market—lI repeat, has the whole American market. 

Mr. Poaee. They import peanuts right today. 

Mr. Kemp. That is not soon wheat. It is only because they did not 
have the peanuts, is it not ? 
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Mr. Poacer. It is not so of wheat, but it is of peanuts. 

Mr. Kemp. Or cotton. 

We sugar people only have one-half of the market. That is what we 
are fussing about. 

The CuarrMan. There was a time when I thought that you did not 
have any sugar out in Colorado. 

I want to congratulate you again on your splendid statement, and to 
assure you that these questions we have asked, and our yelling at you 
does not mean that we disagree with everything you say. 

The committee will adjourn now until 2: 30 o’clock. 

Mr. Kemp. I leave here with a greater respect for you, sir, and Mr. 
Poage, and I am expecting a favorable vote. You ought to do that to 
make up to me for this. 

The Cuatrman. Thank you very much, Mr. Kemp. 

(Whereupon, at 1:10 p. m., the committee recessed, to reconvene at 
2: 30 p.m., of the same day.) 





AFTERNOON SESSION 


The Cuatrrman. The committee will please be in order. 

I would like to recall Mr. Larry Myers for the purpose of having 
him present information which he has obtained and is ready to present 
at the request of Mr. Albert of Oklahoma and perhaps other members 
of the committee. 

Mr. Myers, the first thing I would like to bring up is the actual 
surplus of beet sugar and cane sugar in continental United States and 
also the carryover in Puerto Rico. Will you give us some accurate 
information now about the surplus in the beet area and how you 
arrived at the surplus? 


TESTIMONY OF LAWRENCE MYERS, DIRECTOR, SUGAR DIVISION, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Myers. Mr. Chairman, the other day you asked for informa- 
tion on stocks of sugar in the various domestic areas and the quantity 
that we would consider oe and you also asked for a comparison 
between that quantity and the total production and marketings for the 
areas. 

I have a table showing for each of the domestic areas, that is beet, 
mainland cane, Puerto Rico, Hawaii, and the Virgin Islands, data on 
production, marketings and effective inventories as of January 1 of 
each year, 1948 through 1955. f 

[ shall not undertake to read all of those data into the record. I 
shall submit the table. You will observe that the 6-year average in 
effective inventories for the beet area amount to 1,358,000 tons. And 
let me define the term “effective inventory” since it is a rather unusual 
one. That means the quantity of sugar in bags on January 1 plus the 
quantity in beets yet to be ground. Some of those beets have been 
$ dug and are at the factories. 

Others have yet to be dug, but they are from the old crop and there- 
fore are included as effective inventories. Accordingly a correspond- 
t ing definition applies to effective inventories for the cane areas. That 
6-year average figure of 1,358,000 tons must be viewed in light of pro- 


duction during that period. As you will observe, production in most 
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of the years was below the 1,800,000-ton marketing quota figure. It 
exceeded that in 1950 when it amounted to 2,015,000 tons. It exceeded 
it in 1953 when production amounted to 1,872,000 and it exceeded it 
again in 1954 when production is estimated at 1,975,000 tons for 1953 
you will observe that the market goes, however, with less than 1,800,000 
tons. Therefore, I would conclude that the average figure of 1,358,000 
tons for effective inventories for the 6-year period is not a normal 
figure, based on a production and marketing cf 1,800,000 tons per 
annum. 

We came closer to that in 1954. I would think on the average of the 
whole situation that around 1,450,000 to 1,500,000 tons would be a 
normal carryover of beet sugar. 

The figure for January 1, 1955, was 1,608,000 tons. Therefore, | 
would suggest that the surplus for beets would be around 100,000 to 
150,000 tons as of January 1, 1955. 

The Cuarrman. May I interrupt right there and ask you this 
question? If I undertsand the information I have here on this chart, 
in 1954 the marketings amounted to 7,805,000 tons; is that right? 

Mr. Myers. That is correct. 

The Cuarrman. So they missed the mark only by 5,000 tons, 

Mr. Myers. It wasn’t a missing of the mark, sir. The 5,000 tons 
resulted from a reallocation of a little deficit that we had, so the 5,000 
tons came to them. 

It was a legitimate marketing. 

The CyHatmrman. 1,800,000 tons was the quota. 

Mr. Myers. That’s right. They had the sugar to have marketed 
more and would have marketed more if they had had the quota. 

The Cuarrman. They had what in that year; 1,975,000 tons? 

Mr. Myers. Of sugar; yes. 

The Cuarrman. That they wanted to market? 

Mr. Myers. That is correct. 

The Crarrman. But they could only market the quota which was 
1,800,000? 

Mr. Myers. Plus this little deficit. 

The Cramman. Plus 5,000? 

Mr. Myers. Yes. 

The Cuatrman. You estimate that this time they will make the goal 
of 1,800,000 tons. 

Mr. Myers. 1,800,000. They will be able to market their quota of 
1,800,000 tons. The effective inventory as of last January was 1,608,- 
000, but in addition they will have this fall’s crop to market, start- 
ing in September and they normally sell 20 to 25 percent of that. 

The Cuarrman. In giving us that figure of a surplus in the beet area 
from 100,000 to 150,000, you do take into consideration such surpluses 
as were accumulated in 1953 and 1954? 

Mr. Myers. That’s right; 1953 and 1954. Primarily 1954. 

The Cuatrman. Then, if I understand it, they will have at the end 
of this harvest season in your opinion not to exceed 150,000 (ons sur- 

lus? 

Mr. Myers. They had as of January 1, 1955, what IT would consider 
not to exceed 150,000 tons of a surplus as of that date. 

Mr. Ansert. Mr. Chairman, are you defining surplus as that amount 
of sugar which they can’t dispose of under their quota ¢ 
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Mr. Myrrs. Not quite, sir. I am defining here as surplus that quan- 
tity of their effective inventory above nor mal. 

That’s the reason I use that. term. 

The CuarrMan. Normal being what? 

Mr. Myers. The reason I use the term “normal” is this: It is a sub- 
jective definition. The Secretary of Agriculture is not permitted un- 
der the Sugar Act to establish distributive proportionate shares that 
are less than sufficient to enable an area to ‘fll its quota and produce a 
normal inventory, so we have to get at this term “normal.” And I 
have purposely left it a little bit vague because in the administration 
of the act we have to be a little bit vague. 

What is normal under one set of conditions is not necessarily under 
another. To illustrate, when the Korean war situation was at its 
hele when we were a little bit liberal in our conception of normal. 

You know perfectly well if you know you have surpluses staring you 
in the face for a long time you can be a little bit more restrictive in 
your conception of normal. 
~ The Cuarrman. At the beginning of 1953 you were not so far from 
the quota because they only had 72,000 tons above the 1,800,000 allo- 
cated, 

Mr. Myers. We produced that much. They failed to fill their 
quota. 

They did not market as much as their quota in 1953 and you will 
observe they started out on January 1, 1953, with an effective inventory 
of only 1,316,000 tons. That follows from the short crops that they 
had in 1951 and 1952. 

The Cuarrman. All right, then, there was actually not any carry- 
over from the 1953 crop because they only marketed 1,750,000 tons. 

Mr. Myers. There is also a carryover service January {in beets, Mr. 
Chairman, because as you will recall the beet h: irvesting season starts 
about September and therefore the crop for most factories is just about 
completed by January 1. 

In some cases they are still grinding sugar or making sugar out of 
beets from the old crop on Janu: ry 1, and in California they have 
beets which are dug the following spring from the old crop. 

The CHamman. T hey could have marketed in addition to this 1,752,- 
000 tons which had been marketed on January 1, 1954, 48,000 tons. 

Mr. Myers. They could have; that is correct. 

The CHarrMan, That 48 taken from the 72 would substantially re- 
duce that 72? 

Mr. Myers. That would have reduced the carryover the following 
year. That is correct. 

The CHarrMan. Reduce the 48,000 tons. 

Mr. Myers. Reduce the 48,000 tons exactly. 

The CuamMan. Go ahead and finish with the cane explanation. 

Mr. Myers. In the case of mainland cane, the situation is some- 
what different. You will observe that the mainland cane area for 
the entire period of years has had an average production equal to or 
above their quota of 500,000 tons. 

They have marketed ‘somewhat more than their quota of 500,000 
tons. The point is that they have had some deficit reallocations to 
them. And during that situation during that 6-year period they had 
an average effective inventory January 1 of 168,000 tons. For want of 
a better conception of normal I would accept that as a conception of 
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normal inventory for mainland cane. Since on January 1, 1955, 
they had an effective inventory of 396,000 tons, I would say that they 
had at that time around 228,000 tons of a surplus. ; 

The Cuarrman. You arrive at that by subtracting the normal 
from the actual supply on hand ¢ 

Mr. Myers. That is correct. 

The Cuatrman. That would give us a total in beet and mainland 
cane of 380,000 tons, putting them both together. 

Mr. Myers. That would be correct. 

The CHatrMan. 380,000 to 430,000? 

Mr. Myers. I believe it would be 328,000 to 378,000 tons for the 
two areas. 

The Cuarrman. For the two areas? 

Mr. Myers. Yes. 

Now in the case of Puerto Rico, you will observe that they have a 
carryover on January 1 of 156,000 tons. 

Frankly, we consider that nothing more than a normal moderate 
carryover for them, in Hawaii they had no carryover and in the 
Virgin Islands they had no carryover. 

The Crarrman. Should the Government decide to purchase and 
dispose of a hundred thousand tons, would the disposition of a hun- 
dred thousands tons of Cuban sugar relieve the pressure on both these 
areas in the same fashion ? 

Mr. Myers. Only in the event that the marketing quota provisions 
of the act would permit our domestic areas to market additional 
quantities. 

As the act stands today the domestic areas have fixed marketing 
quotas and we could buy our heads off in Cuba and would not add a 
ton. , 

The Cuarrman. If then it is decided that the Government should 
buy a hundred thousand tons we would have to change it so as to 
equalize and make uniform the relief afforded to each of the areas? 

Mr. Myers. It depends on how the program could be set up. 

If you bought it in the domestic areas I think you would need no 
legislation. If you bought it in Cuba, then the domestic areas would 
get no benefit unless they were permitted to market more. 

- The Cuatrman. If you retired a hundred thousand tons from the 
domestic market then you could see no reason why each of the pro- 
ducers would not benefit uniformly from that effort ? 

Mr. Myers. That is correct. 

The Cuarrman. Any further questions, Mr. Albert? 

Mr. Axsert. No. 

Mr. Anpresen. I would like to ask a question. 

The Cuatrrman. Mr. Andresen. 

Mr. Anpresen. Mr. Myers, there are 2 or 3 things I would like to 
clear up. What is the world price of sugar compared with the 
domestic price in this country ? 

Mr. Myers. Congressman Andresen, the world price of sugar has 
been hovering right at 314 cents per pound f. 0. b. Cuba. To translate 
that into price for the United States, it is necessary to add the trans- 
portation cost. Maybe some of these folks would know. ‘Their cost 
is about 42, I would guess it at 40. Let’s use 40 cents for round 
figures. 
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Add 40 cents shipping cost from Cuba tothe mainland. That brings 
your price from 3.25 f. o. b. Cuba plus 40, $3.65 c. i. f. New York. To 
that you would add the 50-cent tariff, which would be $4.15 per hun- 
dred pounds. 

The duty paid price in New York for quota sugar has been about 
6.02. 

Let’s make it easier to compute the thing by making it 6.05. That 
gives a quota premium of $1.90 per hundred pounds for quota pre- 
mium. In other words you have differentiation between the world 
price and the domestic duty paid quota price of 6.05 less 3.65, $2.40 
per hundred pounds differentiation after you allow for the freight 
and so forth. 

Mr. Anpresen. The world price would be the price in Cuba, 
Jamaica, or any other sugar producing company at their port plus 
the cost of transportation to the country it was sent, whether it be 
England or France or Italy or some other country ? 

Mr. Myers. The cost of transportation will differ somewhat upon 
the ocean voyage to be taken. , 

| have used the figures on transportation cost approximately from 
Cuba to New York City because that is the one that we would be 
interested in. 

Mr. Anpresen. What I am getting at is this: What is the average 
cost of sugar at retail in the United States? 

Mr. Myers. At retail in the United States, it is just over 10 cents 
a pound, I believe—just over 10 cents a pound. 

Mr. Anpresen. That is retail. What is the average retail cost in 
most of the important sugar-consuming countries of the world in com- 
parison with the United States. 

Mr. Myers. Congressman Andresen, it varies tremendously and it 
is one of our major problems in handling our sugar, our whole sugar 
situation. Sugar is protected throughout the rest of the world. The 
so-called world free market which I have been quoting, this 314-cent 
price applies to—reflects only about 10 percent of the world sugar. 
Ninety percent of the world sugar is produced and marketed in a pro- 
tected market. That is why this world market is a rather vicious 
affair. 

Now the amount of protection varies tremendously. Before devalu- 
ation, we got prices of sugar around the world for I believe about 80 
countries. They ranged from about 5 cents a pound for the rather 
crude sugar in some of the producing areas up to about just close to 
60 cents a pound in some of the eastern European areas. 

Mr. ANprEseN. Can you furnish us with a table showing us the dif- 
ferent countries and the retail price of sugars in those countries? 

Mr. Myers. That is correct. As a matter of fact, Congressman 
Andresen, I think you have on your table a copy of our little bulletin 
called Sugar Programs and in that is a bar chart, showing the prices 
in a number of different countries. 

Mr. Anpresen. If there is no objection, I would like to have him 
put it in the record at this point. 

Mr. Myers. Incidentally I might also say that one reason I did not 
bring that out again was that it was in your committee report in 1951 
that very chart was used there and also the chart on comparative 
wages, 
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The CuatrmMan. Did you say in one country it was 60 cents 
pound ¢ 

Mr. Myers. It is 56 or 60 cents a pound. 

The Cuarrman. What country is that? 

Mr. Myers. Russia. U.S. S. R. 

Mr. Anpresen. The reason I would like to have that in the record 
is to show what the price is for consumers retail in this country com- 
pared to the cost in other countries where they are buying more sugar 
at a lower price than what they are paying wholesale for sugar in this 
country. 

That has been my understanding that the price of sugar has been 
relatively stable in the United States since the sugar program went 
into operation. 

I think we ought to show the comparison so that we can get a 
clear picture of the cost of sugar to the American consumers. 

The Cuatrman. Also showing the fluctuations from year to year in 
the American market, would you like to have that ? 

Mr. Anpresen. Yes, I would like to have that. 

I am leading up to something else, Mr. Myers, that you could clear 
up in my mind possibly. We have heard many statements in this 
committee and read them in the press about the large subsidy that is 
paid to producers, American producers of sugar. 

Will you enumerate those subsidies that are paid to producers? 

The Cuatrman. If you do not want to use the word subsidy, call it 
something else. 

Mr. Myers. Before I go to that, may I apologize with a very red 
face to this committee. I thought a chart was in that bulletin that I 
find is not in it. 

Mr. Hut. Here is the chart. 

Mr. Myers. That is the chart I am referring to and talking about. 

Mr. Anpresen. You mean price? 

Mr. Huu. Prices in the various countries. 

Mr. Anpresen. I ask unanimous consent that the chart to which 
my colleague Mr. Hill of Colorado, one of the leading sugar author- 
ities, has referred to, be placed in the record. 

The Cuarrman. What does that chart show? 

Mr. Huu. I will read it; it says this: “Retailed price of refined 
sugar in selected countries translated into United States cents per 
pound.” You bring this down to 1949? 

Mr. Myers. That is correct. 

Mr. Hitt. All you would have to do is do the work from 1949 to 
1955. You can see this chart. I brought every one of these books 
and I was going to make a speech on this 

The Cuatrrman. That chart shows the price up to 1949. 

Mr. Hux, The only thing is it only gives the one year, 1949. The 
price in the United States retail would be about 9 cents, between 
8 and 9 cents. 

Mr. ANnprEsEN. You have some later data on the retail price than 
1949 ? 

Mr. Myers. Congressman Andresen, we do have, we got them about 
2 years ago again by sending out a questionnaire for quite a number 
of these countries, not all of them. The general picture looks almost 
exactly like that one with just one little exception. Because of the 
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devaluation in foreign currencies which have occurred since that 
chart was constructed and that is the situation. 

Mr. ANDRESEN. Since 1948. 

Mr. Myers. Since 1948, the foreign prices we converted to American 
dollars fell and therefore the United States price has moved over to 
about the midway point, roughly. 

Mr. ANpDRESEN. So where are we? 

Mr. Myers. We are about 10 cents a pound. We have not deviated 
very far from that. The other countries prices for the most part 
have been fairly stable in their currencies but because of their de- 
valuation some of them have fallen relative to our currency. 

Mr. Anpresen. If you will, then, and I will ask unanimous consent 
that you place in the record the figures that you got 3 or 4 years ago 
to show what the average retail price is in the respective countries 
as of that time. 

Mr. Myers. We will be delighted to do so. 

Mr. Anpresen. That includes the United States. 

Mr. Myers. That is correct. 

Mr. ANpDREsEN. I want to know what the payments are that are 
paid to American sugar producers. And I am asking for facts. 
Take for 1954. 

Mr. Myers. This will also cover a question that I was going to 
answer that Mr. Poage asked me for this morning, so I can answer 
both of these questions at once. 

You have referred to two words Congressman Andresen, “subsi- 
dies” and “payments.” You can define subsidy in many ways. 

I happen to be an individual who does not care a hang what you 
call these things. I have worked for 28 years come 1 of July for this 
Government trying to figure out ways of accomplishing objectives and 
I don’t care what tool I use so long as I accomplish the objective. 
Whether you label the subsidy or not, depends entirely upon your 
definition. Therefore, I might utilize the chairman’s suggestion and 
not use the term “subsidy” just us differentials and label them as to 
what they are. 

Mr. ANprRESEN. It smells just the same. 

Mr. Myers. It smells just the same. Let us start out with the 
world price of 3.25 cents per pound for world sugar, FAS, Cuba. Let 
us add 40 cents per headed pounds to get that sugar to New York 
City. 

That gives us a price for world sugar landed New York City of 
$3.65 per hundred pounds. 

Now what does the American producer get in addition to that? 

Mr. ANpRESEN. Wouldn’t you add on the 50 cents ? 

Mr. Myers. One, he gets the tariff of 50 cents. 

Mr. AnpreEsEN. Just a moment. Let me get that clear. You say 
he gets the tariff of 50 cents. 

Mr. Myers. I beg your pardon. His price reflects the tariff of 50 
cents. 

Mr. Anpresen. The foreign sugar that comes in here pays the 
tariff of 50 cents. 

Mr. Mygrs. That is correct. 

Mr. AnpDRESEN. Plus 50 cents or a half cent a pound processing tax. 

Mr. Myers. That’s right. 
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I would a little rather, I believe, treat them in two separate parts. 

Mr. ANDRESEN. Very well. 

Mr. Myers. The tariff of 50 cents increases the price of domestic 
sugar vice versa this foreign sugar, therefore that 50 cents would be 
added. 

Next there would be the quota premium which in round figures today 
is $1.90 per hundred pounds. Or a total there of $2.40. Now we 
come to this Sugar Act payment and tax. 

Whether you say the sugar tax goes forward on consumers or back- 
ward to producers is entirely a matter of definition. 

Mr. AnpresEN. I want to know what the producer gets. 

Mr. Myers. The producer gets a payment which for all domestic 
areas averages 65 cents per hundred pounds of sugar. 

Mr. Anpresen. That is the only payment that he gets. 

Mr. Myers, how would that average down to a ton of beets, for 
instance ¢ 

Mr. Myers. That is the only payment he gets. A ton of beets 
would have approximately 300 pounds of sugar in it, so the average 
payment on beets is actually 80 cents per hundred pounds of Sugar 
Act payment plus a little abandonment in efficiency, so it would be 
for the pure Sugar Act payment $2.40 a ton for beets or if you include 
the abandonment of efficiency it would be about $2.60 a ton. 

Mr. AnprEseN. What would be the average production of beets per 
acre ¢ 

Mr. Myrrs. I have the figure in sugar of 2 2/10 tons of sugar per 
acre, which would give a payment per acre of sugar beets of ap- 
proximately 40 cents per acre based on 1954 yields. 

Mr. AnpresEN. So that under this Sugar Act the average payment 
paid to sugar beet producers is around $40 per acre ? 

Mr. Myers. Forty dollars an acre, that is correct. 

Mr. ANpREsEN. Now can you give me a comparable figure for sugar- 
cane ¢ 

Mr. Myers. Yes, for the mainland area, the average payment for 
the mainland sugarcane area amounted to 69 cents per hundred 
aes which on the basis of their 1954 yield per acre amounted to 
528.56. 

Mr. Anpresen. Does that apply to Puerto Rico and Hawaii? 

Mr. Myers. Puerto Rico and Hawaii also get payments. Their 
average per hundred pounds of sugar will be lower because they are 
buying producers and therefore are scaled down. 

As you will recall the Sugar Act payments start at the peak rate 
of 80 cents per hundred pounds for reduction up to 350 tons of sugar 
per farm. They go downgrade gradually to a low point of 30 cents 
per hundred pounds for production in excess of 30,000 tons per farm. 

Some of those huge plantations such as the H. C. & S. on the island 
of Maui and Hawaii produce 130,000 to 140,000 tons of sugar per year. 

That means that they have the great bulk of their production getting 
the minimum rate of 30 cents per hundred pounds. 

As I recall for the entire Territory of Hawaii the average payment 
amounts to 40 cents per hundred pounds. 

Mr. Anpresen. And that would—translated into acres, how much 
would that be per acre? 

Mr. Myers. The average yield per acre out there is recently about 
10 tons of sugar per acre. 
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Forty-seven cents. That would be preatanenly a hundred dollars 
an acre for their fantastically high yield per acre. 

Of course, that is a 2-year crop, you will remember, in Hawaii? 

The CuarrMaAn. How <loes that compare with Cuba as regards pro- 
duction ¢ 

Mr. ANpRESEN. Will you give me comparable figures for Puerto 
Rico? Would it be as much as a hundred dollars an acre for Puerto 
Rico? 

Mr. Myers. Let’s see if I can figure theirs. It would be lower per 
acre in Puerto Rico because Puerto Rico has an annual crop and not 
quite such a pn eeiet per acre. 

Congressman, I am not able to put my hands quickly on a yield 
figure for Puerto Rico. 

I can find it in a few minutes and introduce it into the record but I 
don’t seem to have it readily. 

Mr. AnpreseNn. If you can put it in the record, Mr. Myers, you 
might be able to find it before you leave here this afternoon. 

Mr. Myers. I am sure I can. 

Mr. AnprREsEN. Let me ask you about Cuba. What is their produc- 
tion in cane comparable to our production in the United States, 
Hawaii, and Puerto Rico? 

Mr. Myers. I don’t have readily available their average production 
per acre. It would be higher than the continental United States pro- 
duction per acre. It would be lower than Hawaii. Hawaii is by far 
the highest provider per acre of any area in the world. 

Mr. AnprEsEN. What about the Philippines? 

Mr. Myers. I presume there is a somewhat lower production than 
Cuba. I can get the figure on the yield per acre in the Philippines. 
I don’t have it in mind. 

Mr. Anpresen. Of course, they produce a crop every 18 months or 
every 2 years. 

Mr. Myerrs. No, they produce a crop every year. They cut their 
cane annually. 

Mr. AnpresEn. Is that true also of Cuba? 

Mr. Myers. That is true of Cuba, yes. Except, of course, Cuba has 
a good deal of cane that it is unable to harvest because of its control 
program and therefore it is not cutting all of its cane every year now, 
but normally Cuba cuts its cane every year. 

Mr. AnprRESEN. Now, in addition to the payment that is made to 
producers in this country, which runs as high as $100 an acre on cane 
and what was that figure you used for beets? 

Mr. Myers. $40 for beets, $28.50 for mainland cane, and I will 
supply a more accurate figure later, but I think this is about $100 per 
acre in Hawaii. 

Mr. AnpreseNn. In addition to those payments, are there any other 
payments coming from the Department of Agriculture in the nature 
of soil-conservation payments or for soil-conservation practices that 
are paid to sugar producers ? 

Mr. Myers. I think sugar producers are not prohibited from ob- 
taining conservation payments, but they would be negligible. They 
would not come up in connection with their sugar operations, and I 
think frankly so far as the sugar program is concerned, it would be 
fairer to disregard them. Because they get any conservation payment 
it would be for doing something other than growing sugar. 
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Mr. ANnpDRESEN. Do you know of any other payments that the sugar 
producers might get in addition to the direct payments that you have 
mentioned here ? 

Mr. Myers. I know of none except at some times there may be 
some disaster-loan program applicable as, for example, I think some 
such effort was being worked out in that part of Hawaii, of the island 
of Hawaii that has just been subjected to volcanic action. They would 
be farmer-loan operations. 

Mr. Anpresen. Those are loans, those are not grants? 

Mr. Myers. Those are not payments. I have included in here the 
reference to it, to the abandonment and deficient payments under the 
Sugar Act which are small, I think they average 7 cents per 100 pounds 
for beets in 1953. 

They are negligible for cane. They will depend upon the year. 
Some years they are significant, but they are always small. 

Mr. Anpresen. That’s all, Mr. Chairman. 

The Cuarrman. Mr. Hill? 

Mr. Hit. I notice along the same line that you spoke about Cuba 
under their control program. 

What you do mean by Cuba’s control program is that the control 
program on the shipping of sugar into the United States now. You 
don’t have any control over Cuba in their production of sugar if they 
want to ship it to foreign countries ? 

Mr. Myers. Congressman Hill, the United States has no control 
over Cuban production. But Cuba itself has imposed a control pro- 
gram of its own by which that has cut its production back from a peak 
of practically 8 million tons in 1952 to 5 million tons last year; those 
are short tons. 

Mr. Hitz. Could you enlighten the committee on how they control 
the acreage reduction on the sugarcane production ? 

Mr. Myers. They have not controlled the acreage, as I understand 
them. They just won’t let them harvest it, they won’t let them grind it. 

Mr. Hut. It is still growing in the field? 

Mr. Myers. It is still in the field. Some of them they did permit 
them to harvest for molasses to get some salvage value and also to 
get the cane off the land so as to go ahead and grow better for the 
following year. 

Mr. Hiri. Another question now. The surplus they have on hand 
that is piled up on Cuba, the United States would have no control or 
does not try to control the sale of this surplus by Cuba to other 
countries ? 

Mr. Myers. No, sir. The United States has no control whatsoever 
over Cuba. It isa free and very independent country. 

Mr. Hi. Testimony this morning showed that Cuba sold only 
400,000 tons, I think, it was to Russia. 

Mr. Myers. Mr. Kemp’s testimony as I recall was between 500,000 
and 600,000 tons. 

Mr. Hitz. Were you aware of that before you heard the testimony ! 

Mr. Myers. Yes; I heard of it. 

Mr. Hitz. Couldn’t they increase the sale to Russia, as the press 
says they have definitely done and as this statement fron 4 years ago 
of yours definitely shows it is a deficit area of sugar production, 
there would be nothing in the law that prevents them from selling 
all the sugar they wish to Russia. I am talking about the surplus. 
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Mr. Myers. Certainly they are free to sell as much sugar as Russia 
is willing to buy from them. It is general assumption and it is more 
or less assumption because nobody knows too much about what goes 
on within Russia. 

But it is the general understanding that the Soviet crops were low 
last year and therefore they have a need for sugar for consumption 
between this spring and the time their new crop will come on this 
fall. 

Mr. Hizxu. One more question referring back to the beet growers. 
Here is what you said to us almost exactly 4 years ago, on June 27, 
1951. Do you recall your testimony ? 

Mr. Myers. I remember I testified. 

Mr. Huu. This is for the edification of the chairman, for no other 
purpose. This jockeying between us committee folks I hope you 
don’t think that means we carry it on after we are through. ' 

Here is what you said: 

I will say that the beet area fell down in its production during wartime 
because as we had to call upon that area for the production of other crops 
needed for war purposes, that is sometimes cited against the beet area: It was 


done by the Department of Agriculture quite deliberately by increasing the 
support prices— 


and I wish Mr. Poage was here— 


for other crops * * * to get potatoes, beans, grains, canning crops, and the like 
that we needed. 

Do you recall that? 

Mr. Myers. Yes, Congressman Hill, I have had that cited for me 
and against me by friends and enemies alike. 

Mr. Atzert. What do they get for their beans? 

Mr. Hitt. It is not high enough now. It was high enough then 
but not now and that is it. 

Mr. ANpDRESEN. Will you yield to me? 

Mr. Hitz. Yes; I will. 

Mr. AnpresEN. Another thing that confuses me as to the world 
price you have given of $3.25 in Cuba—I suppose that Cuba could 
sell a very substantial portion of their crop on the world market ai 
$3.25 a hundred ? 

Where is their advantage and so great a desire to sell it all to the 
United States? 

Mr. Myers. Congressman Andresen, I do now know that the 
Cubans are making very great efforts to sell as much sugar as they 
can in the world market. All the world market will take, at a fair 
price. We have undertaken in the International Sugar Agreement 
to give some stability to world prices to stabilize them at a range of 
3.25 to 4.25 cents per pound. The price has been hovering right 
around the lower limit of that range and while people from Cuba 
can testify for themselves, I also know from my own work on sugar 
ao Cuba has made very great efforts to sell their crop particularly 
this year. 

Last year Cuba did undertake to support the market. I don’t know 
how low the market would have gone if they had not undertaken those 
efforts. But the result was that some other exporting nations got 
the benefit and Cuba was left holding a couple of hundred thousand 
tons under the sugar agreement that they did not sell. 
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So they have made every effort this year to sell all the quota that 
they can under the International Sugar Agreement and to increase 
those quotas. 

Mr. Anpresen. Is there a surplus of sugar in the world? 

Mr. Myers. There is. 

Mr. Anvresen. And that is the difficulty they are having in Cuba 
of disposing of this surplus at the reasonable world price? 

Mr. Myers. That is correct. If there were not some degree of 
management undertaken, this surplus of sugar while it was small in 
a percentage of the whole world of production and consumption of 
sugar, it is nevertheless sufficient to knock the bottom out from under 
the so-called world free market price and Cuba being the largest 
producer and the largest exporter in the world, has taken that upon 
itself to carry the major responsibility of managing that world 
surplus. 

Mr. Anpresen. Then they do have an advantage in shipping as 
much sugar as they can into the United States because of the stabilities 
here and the program in the country ? 

Mr. Myers. And of the premium they get. I rambled in my answer 
to you. Thanks for bringing me back to my answer. : 

Cuba like other countries having quotas for sale in the United States 
is able to get this $1.90 per hundred pounds quota premium on its 
sales in the American market. 

Mr. AnprEsEN. How do they get that $1.90? 

Mr. Myers. They get it because they are able to sell in the domestic 
market the amount of their quota. They have to pay a tariff but 
they get a quota just like our domestic areas do and get the quota 
premium. Mr. Kemp explained that this morning. 

Mr. Anpresen. To return to the Cuban sugar producer or processor 
or exporter, it is $3.25 plus the $1.90? 

Mr. Myers. For his sales to the United States that is correct. 

Mr. AnprESEN. So that is a decided advantage and I can very well 
see why they want to retain as large a market in this country as they 
can. 

Mr. Myers. Just for the bureaucrats of Government who have to 
try to shuffle out these world quotas, you can also see why we have 
demands for more quotas for foreign countries than we can supply. 

Mr. AnpresEeNn. I am not mentioning this to be critical of Cuba be- 
cause I know they are pretty smart businessmen down in Cuba just like 
we have here in the United States, but I believe the record should 
show—and that is why I have asked these questions—just what the pay- 
ments are to producers in the United States and to the offshore areas 
and also to Cuba which demonstrates a decided advantage for the pro- 
ducers here in this country and also for the Cuban sugar producer. 

The Cuarrman. Do you have another question / 

Mr. Anpresen. That is all I have. 

Mr. Hux. I will yield to Mr. McIntire. 

Mr. McIntire. Mr. Myers, this question is a little bit different than 
the subject matter we have been on in relation to the previous questions. 

Of the sugar produced in this country that goes into livestock feed 
and so on, does that volume come out of the quotas allocated to the beet 
and cane producers in this country ? 
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Mr. Myers. No, Congressman. We have virtually no domestic 
sugar as such going into either livestock feed or alcohol, but what we 
have going into livestock feed and alcohol is the blackstrap molasses 
and the final beet molasses that has had substantially all of its sugar 
removed from it, that is all that is practical to remove. 

Mr. McIntire. Are we importing sugar for livestock feeding ? 

Mr. Myers. This has sprung up, a trade on that in the past year. 
Until 1954 we had virtually no sugar as such going into livestock 
feed. In 1954, we imported practically 10,000 tons. 

So you see we are starting some business in that. 

Mr. McIntire. Does that come within any fixed quotas from those 
countries ¢ 

Mr. Myers. No,it doesn’t. It is exempt from quota. 

Mr. McIntire. And should sugar be brought in or can sugar pro- 
duced in this country be used for other purposes than livestock feed 
and aleohol without coming within the framework of the quotas or at 
world prices ? 

Mr. Myxrs. Sugar cannot be used for any other purpose in this 
country without being charged to a quota. 

Mr. McIntire. Which means that it is costing the user of the sugar 
for livestock, for nonfood purposes, we might say or for industrial 
purposes, the level of quota cost ? 

Mr. Myers. That would be correct. 

Mr. McIntire. In your opinion, is that as it shou!d be or should a 
provision be made to permit sugar for nonfood use to expand to a free 
market price ¢ 

Mr. Myers. Congressman, it is a very broad question and I think it 
would be very worthwhile for you to question some of the industry 
witnesses on that subject. 

Mr. McIntire. I nora twice and they have said they are not in- 
terested. 

Mr. Myrrs. Let me say I brought that subject up with the industry 
last September in preparation for these hearings. 

I asked them to consider this whole problem of industrial uses, so- 
called low order uses. 

And it was their studied opinion that they did not want to see the 
act opened up further to have nonquota uses specified and their rea- 
soning as they presented it to me was that they themselves, our do- 
mestic industry are paying for reserve to expand industrial, nonfood 
uses for sugar as cet as food uses. 

A specific example that they cited was sugar for a detergent, which 
they feel has great potential qualities. 

They said why should we, the domestic industry, pay for that pro- 
gram, and then have the foreign folks get the benefit of it? 

So they are opposed to it. 

Mr. Hitz. Now, one more question. 

Bringing you back to your testimony again, the second day you said 
something in answer to Mr, Andresen regarding what type and kind 
of an agreement this was with Cuba. That was brought up yester- 
day whether this was a treaty or just an understanding with that 
country. Do you have any recollection of what you said ? 

Mr. Myers. I remember the statement very well. 

[ wouldn’t undertake to quote my words from several years ago. 
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Mr. Huu. On page 37 of the hearing after Mr. Andresen had dis- 
cussed for a quarter of a page some ideas about the sugar-beet busi- 
ness you say to him: 

Congressman Andresen, before taking up the question you raised, let me com- 
ment on your use of the word “agreement.” I know you did not intend it as qa 


commitment of the United States. 
Mr. ANDRESEN. An understanding then. 


Here is your answer then: 


We have no understanding or agreement or commitments with Cuba or any 
other country. 

Mr. ANDRESEN. You did say in your statement that Cuba was the main bene- 
ficiary. 

Mr. Myers. That is right. I wanted to make it clear that in the development 
of these props embodied in this bill it was a consideration from the United States 
point of view and not a matter of commitments what foreign country. 


That is a fine statement. 

Do you still stand by it? 

Mr. Myers. Yes. 

The Carman. You stand by it, you stand by the President. 

That act we passed did include the 6-year period ? 

Mr. Hitz. I am not talking about the period. This is previous to 
1956. 

The Cuatrman. We appreciate this information, Mr. Myers. Did 
you have any other statement / 

Mr. Myers. May I, briefly. You asked for figures in stocks in 
foreign countries. I believe it was one of the other members. I have 
here a table showing some data on stocks in Cuba, the Philippines, 
Peru, the Dominican Republic, and Mexico. They show that stocks 
are rather moderate except in the case of Cuba where they exceed 2 
million tons, short tons, according to that statement. 

(The document referred to is as follows :) 


January 1 stocks of important foreign suppliers of the United States sugar 
market 


{1,000 short tons, raw value] 


Mexico 


Cuba Philippines Peru | Dominican 


Republic 


215 (1) 61 | (1) 90 
31: (1) 96 | 63 





108 | 


94 | 
112 | 
111 | 


| | 70 | 
| 


1 Not available. 


Mr. Myers. I also have a statement prepared by the Cuban Sta- 
bilization Institute. 

At my request this statement is in response to your inquiry of yes- 
terday. It shows their computation of stocks. They show that in 
terms of Spanish long tons, which are practically 112 percent of our 
American short tons, that they expect by the end of this year after 
allowing for growth under the Sugar Act to have a total supply of 
1,250,000 tons of sugar. 

In addition to their obligatory reserve under their International 
Sugar Agreement of 218,000 tons or a total of 1,468,000 Spanish long 
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tons. In addition, the Congressman asked for an estimate of their 
carryover in the terms of sugar in the field and they show a total 
of 1,800,000 tons which remain in cane in the field. They observe 
that, in a footnote, approximately 900,000 tons of that was cut 
for manufacture into high test molasses to clean it off the field so that 
they will be able to harvest the crop from the next year but it 
nevertheless is a surplus so far as sugar is concerned. 
(The document referred to is as follows :) 


Cuban sugar surplus as at end of 1955 sugar crop 


Manufactured sugar: Spanish long tons 
700, 000 
Extension of stabilization reserve, , . 350, 000 
Reserve for United States, 1955 * 498, 000 
Less required to meet anticipated increase in United 
States consumption from att aan conservative 
original estimate of 8,200,000 to 8,350,000 Spanish 
128, 000 
Less required for United States in January—February 
1956 as stopgap prior availability new-crop Cuban 
sugars 220, 000 
~ = 150, 000 
Surplus local consumption quota in Cuba (estimated cane ell: ition 
of issued certificates on December 31, 1955) 50, 000 


Total surplus manufactured sugar * 1, 250, 000 
Grown cane: In the fields at end of restricted 1955 crop (as sugar)__ *1, 800, 000 


VE UI ie RET 5... teste neeenlindiiahonmnieesnenemcbiaa teen * 3, 050, 000 


1 Originally established against estimated United States consumption of 8,500,000 
short tons as indicated in the Secretary’s statement accompanying initial price stimulus 
estimate of 8,200,000 short tons. 

2No world’s sugar quota included, as it is assumed that all Cuba’s present 1955 World 
Sugar Agreement quota will be exported this year. 

3’ Approximately one-half of the surplus cane, or the equivalent of about 900,000 tons of 
sugar, was cut at the end of the 1955 crop to manufacture invert molasses sold at a low 
price. This operation was undertaken : 

(1) To provide needed additional work for sugar labor at reduced wages fixed by the 
Government and at no profit to millowners or cane growers, or fiscal revenue to the Govern- 
ment ; and 

(2) To save cane which would otherwise have been almost totally lost. The cut cane, 
however, will again be available for next year’s grinding season, and must therefore be 
counted as surplus available sugar. 

4Does not include the obligatory reserve of 218,000 tons held under the provisions of the 
International Sugar Agreement, which is a required surplus. 


Dr. Fernoés-Isern. Mr. Chairman ? 

The CuarrMan. Yes, sir. 

Dr. Frrnés-Isern. Mr. Myers, I understand that you vane that the 
amount of sugar in Puerto Rico that will stay there as carryover is 
156,000 tons. 

Mr. Myers. But that isin the bag. That does not include the sugar 
in cane in the field unharvested. 

I do not have an estimate of that. 

I am sure that Mr. Smith or some of the members of the Puerto 
Rico industry could supply it. 

Dr. Fernoés-Isern. The point I would like to clear up for the record 
is that this figure of 156 can be held there because the producers are 
being held down to allotments, that they cannot harvest more than 
their allotments. 

Is that correct? 

Mr. Myers. It is not quite that, Dr. Fernés. Under the Sugar Act 
we must permit them to harvest enough to fill their quota and have 


65704—55——_14 
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a normal carryover. Now that definition of a normal carryover is 
somewhat flexible. 

The 156,000 tons is within our conception of a normal carryover, 

Dr. Frrnés-Isern. It is a normal carryover, but it means that they 
can only harvest—last year they could and this year they were allowed 
to—so much out of what they have on the field to come up to their 
allotment and therefore the amount of carryover does not go beyond 
that figure more or less. 

Mr. Myers. We undertake to hold it at that level. That is right, 

Dr. Frrnos-Isern. If they were allowed to harvest more, the carry- 
over would go up much higher and would be abnormal. 

Mr. Myers. That is right. 

Dr. Frerno6s-Isern. Do you have the figures showing the amount 
of cane left on the field? 

Mr. Myers. I don’t have. 

Dr. Frernoés-Isern. In Puerto Rico the allotments are not estab- 
lished on the basis of acres, but on the basis of absolute amounts. Each 
farmer is told how much sugar he can harvest and then when he gets 
to that point, he is advised he should not harvest any more, is that 
right ? 

mr. Myers. Yes. 

Dr. Frrnés-Isrrn. In talking of differentials, you mentioned that 
one of the elements in the differential in favor of the mainland proc- 
essor of cane is the cost of transportation to New York. 

Mr. Myers. That is one of the elements so far as the mainland and 
of course in the case of Puerto Rico you have about the same cost as 
they do from Cuba. 

Dr. Frernés-Isern. From foreign countries. In other words, we 
don’t have that differential. 

Mr. Myers. That’s right. 

Neither would have it, Hawaii or the Virgin Islands. 

Dr. Frernés-Isern. That is what you get for being an island. 

The third point is that Hawaii has the highest yield per acre you 
said. 

Mr. Myers. That is correct. 

Dr. Frernés-Isern. Cuba comes next ? 

Mr. Myers. I don’t have that as a matter of figure, but I think that 
is right. 

Dr. Frernés-Isern. Who comes next, Puerto Rico or the mainland? 

Mr. Myers. I think it would be Puerto Rico, but I am not positive. 

Dr. Fernés-Isern. You think that Puerto Rico comes after Cuba, 
but not before ? 

Mr. Myers. I think so. I will check on that. 

Mr. Warts. Mr. Chairman, I have some questions. 

The Cramman. Mr. Watts, you have been very patient in waiting 
and the Chair now recognizes you. ; 

Mr. Warts. Mr. Myers, you referred to the quota premium; that is 
not a fixed amount, is it? 

Mr. Myers. No, sir; it varies. 

Mr. Warts. Depending on the price of sugar ¢ 

Mr. Myers. Depending on the world price of sugar and the domestic 
price, and let me point out that in 1951 when we were before this com- 
mittee last time for extending the bill, the world price was above the 
domestic price so that at that time there was a quota discount. 
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It is rather rare that we have had it but we had it for a while in 
1950 and again in 1951. 

Mr. Warts. In other words to get the quota premium you take the 
world price of sugar in Cuba, add to it the shipping cost and the 
duty and the difference between that and the wholesale market price 
of raw sugar is the quota premium ? 

Mr. Myers. That is correct. 

Mr. Watts. Is there anything in the Sugar Act that sets the whole- 
sale or retail price of sugar? 

Mr. Myers. No, Congressman. We are required in establishing 
the supply, the total requirements for the year, to take into considera- 
tion a quantity that will result in a wholesale price equal to the 
choleal price under price control in 1947, adjusted for changes in 
the cost of living or the consumer price index. 

That price today would be right at 10 cents per pound. Actually 
the New York price is 8.55 cents per pound. 

Mr. Warts. Would you mind repeating the part of it that controls 
prices, for me? I did not follow you. 

Mr. Myers. We have no control. We are not required to have this 
price, but we are required to give consideration to a quantity of sugar 
to supplying the American market with a quantity of sugar that will 
result in a price equal to the price during the first 10 months of 1947 
when price controls were in effect, adjusted for changes in the cost of 
living index, the so-called consumer price index of the Bureau of 
Labor Statistics. 

Mr. Warts. Then if I follow you, your control is to see to it that 
there is a balance between supply and demand ? 

Mr. Myers. That is correct. I might say that we have never since 
the Sugar Act of 1948 has been in effect we have never achieved this 
price that we are required to give consideration to. 

Mr. Warts. Now does the wholesale price of raw sugar from all of 
our sources equal each other ? 

It seems to me like the price of raw sugar in New York is about 
$6.05, according to figures I heard you quote. 

Mr. Myers. That is raw sugar. The price of refined sugar is $8.55. 

Mr. Warts. It is what? 

Mr. Myers. $8.55. 

Mr. Warrs. That is adding $2.50 for refining ¢ 

Mr. Myers. That is correct. 

Mr. Warts. Is the price of sugar from all sources that comes into 
this country, refined sugar, $8.55? 

Mr. Myers. In New York, yes. 

Mr. Warrs. And the price of raw sugar from all sources then would 
be 6.05? 

Mr. Myers. In New York City. 

Mr. Warts. How do they arrive at that particular price? Do all 
the sugar producers get together and set the price? How is that 
price arrived at? 

Mr. Myers. No; the raw price fluctuates from day to day, hour 
to hour, minute to minute, within the day. I have used the 6.05 as 
around figure. They tell me today it is 6.02. 

They tell me the refined price is not so variable. They will argue 
that it is not the same. 
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Between you and me it is all the same. National Sugar and Ameri- 
‘an Sugar and Revere Sugar are identically the same sugar. 

You have an identical commodity being sold in the same market 
and therefore if one comes out with a price change, another meets the 
ehange instantly. 

Mr. Warts. As I understand your former answer to me, the same 
price for all sugar prevails from all sources. 

Mr. Myers. That is correct. 

Mr. Warts. And the same price for refined sugar from all sources? 

Mr. Myers. Yes. 

Mr. Warts. You say the price of refined sugar varies from day to 
day. 

Mr. Myers. That’s right. 

Mr. Warts. Does some sugar company decide to sell sugar a cent 
or two cheaper? How does it come about? How do you keep the 
sugar producers all on the same keel in prices ? 

Mr. Myers. They are selling competitively with one another and 
surely one man—it is a matter of market judgments. One man will 
make a sale. He will get depressed. He will make a sale at a low 
point. Somebody else will do a better job of selling, make a sale at 
a higher price. The price of 6.02 which happened to be the price 
vesterday. It closed at that yesterday. Fifteen minutes after the 
close of market there might have been a sale at 6 cents or another one 
at 10 cents. 

Once in a while the sellers from a particular area may get de- 
pressed and their crops may be on, they may be leading in selling 
and sell the market lone: Some other area might be holding its 
sugar back. It is all a matter of the judgment of the individual 
operators. 

Mr. Warts. That puts within the power of either producing area 
then the ability to practically set the price of sugar. Should Cuba 
take a notion instead of getting $1.90 quota premium, decided that 
$1 quota premium was sufficient for them, and put it on that basis 
you eal see a 90-cent decline in the sugar price. 

Mr. Myers. That is correct. 

Mr. Warts. Since we have to have the Cuban sugar and it is a 
substantial part of our quota, if they should decide they had to have 
$2.90 quota premium, would that automatically raise the price? 

Mr. Myers. It would unless something was done about it. 

Mr. Warts. I wondered what you had in this act to do about it. 

Mr. Myers. The Secretary of Agriculture can and does from time 
to time during the year adjust the supplies by revising his estimates 
of requirements. 

If we go into a bearish period we know that nobody wants to buy 
sugar and the price of sugar declines as it did in the spring of 1948, 
we estimated people out from under control would like a lot of sugar 
and we established an estimate of requirements of 7,800,000 tons and 
the market took a tumble. So in February we revised the estimate 
down to 714 million tons. It seemed like a very low figure. But still 
the market tumbled. There came a question, When was it going to 
stop tumbling? . 

We stalled until May, I think, when we finally—either May or early 
June—said this has gone far enough, and cut the figure down to 
7 million tons. Then the market said, “Well, I guess they meant what 
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they said,” so it recovered a bit, and in July we raised it to 7,200,000 
tons, and that ha pened to be about the right figure. 

Mr. Watts. You think then you have “ample authority to control 
the price ¢ 

Mr. Myers. We have ample authority to give us this indirect control 
of prices. 

Let me say that we do not undertake to run out and adjust supplies 
in the market every time there is a little minute fluctuation in the 
market. 

We feel that within broad limits we must let the market find itself 
on level. We must not substitute our judgment for the marketing 
judgment of the buyers and sellers of sugar. 

Mr. Warts. I thank you. 

The Carman. Thank you very much, Mr. Myers. 

Mr. Myers. Mr. Chairman, you have asked me several times for a 
statement on how we arrived at the acreage allotments for this year. 
I wonder if I could justify that for the record and give you a copy 
of it. I have taken so much time that I would like to let these other 
witnesses go on. 

The Crarrm an. I will appreciate it if you will file that with the 
reporter. 

: The document referred to is as follows :) 


RESTRICTIVE PROPORTIONATE SHARES (ACREAGE ALLOTMENTS) 


The Sugar Act requires that proportionate share determinations must be 
made for each crop. In years when an area is not expected to fill its marketing 
quota and provide a normal carryover, proportionate shares are determined 
to be the amount of sugar produced or the number of acres planted to a sugar 
crop in such area. However, when it becomes evident that an area will produce 
in excess of its quota and a normal carryover, restrictive proportionate shares 
are imposed. 

Since the Sugar Act of 1948 was enacted, the following restrictive propor- 
tionate share orders have been issued: 


June 1949—Puerto Rico for the 1949-50 crop (suspended February 21, 1950, 
because of world supply conditions) 

May 1950—Puerto Rico for the 1950-51 crop (suspended in November 1950 
because of the Korean conflict) 

July 1952—Puerto Rico for the 1952-53 crop 

August 19583—Mainland cane sugar area for 1954 crop 

November 1953—Puerto Rico for the 1953-54 crop 

August 1954—-Mainland cane sugar area for 1955 crop 

October 1954—Puerto Rico for the 1954-55 crop 

November 1954—Domestic beet sugar area for 1955 crop 





Since proportionate shares in Puerto Rico are based on actual quantities of 
sugar, their determination is not complicated by the need to estimate yields per 
acre. Proportionate shares in the mainland sugar-producing areas are based 
on acreage and consequently the effects of such factors as yields and weather 
must be estimated in making proportionate share determinations. Moreover, 
it is necessary to issue a proportionate share order for each crop before the 
previous crop has been harvested. 

In the mainland cane area, proportionate share acreage is defined to include 
sugarcane for sugar and for seed. When proportionate shares were issued for 
the 1954 mainland cane sugar crop, it was estimated that 320,000 acres of cane 
would be required to produce the quota and provide a normal carryover. These 
estimates were based on yield factors for the preceding 5 years (including an 
estimate for the last such year) plus an allowance for possible freeze damage. 
However, yields for both the 1953 and 1954 crops were well above normal, and 
also well above the official preharvest estimates. The production objective for 
the 1955 crop was further reduced to 294,000 planted acres. Based on average 
yield factors for the crop years 1949, 1950, 1952, and 1953, it was estimated that 
this acreage would produce the quota. 
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Restrictive proportionate shares for the beet sugar area were established 
first for the 1955 crop. Proportionate share acreage was set at 850,000 acres. 
That determination took into consideration an average yield of 2.2 tons per 
acre (1952-54 average) and an allowance of approximately 32,000 acres for 
the acreage that would not be planted. 


Domestic beet sugar area: Acreage, production, and yields 


Planted 
acres 


Harvested | Sugar pro- |—-——-—--——--_——. 


| 


Crop year 

J c 

acres =| duction | per planted! Per har- 
acre | vested acre 


| Sugar yield 
| 
| 1,000 tons, | Tons, raw | Tons, rau 
1,000 acres | raw value value value 
1, 312 1.69 | 1.96 
1, 608 2. 05 ‘ 
2, 015 1.99 | 
| 1, 541 | 2.02 | 
| 1, 519 | 2.12 | 
1, 872 2. 30 
| 2.11 





SONG. 6 Sd. ee UT Da eee 





i 


1 Estimated. 


Mainiand sugarcane area: Acreage, production, and yields 


| Sugar | 

| produc- | Per acre 
For | For tion planted 
sugar |. seed | for sugar 


| and seed | 


1,000 | Tons, | Tons 
acres acres raw valtse | raw value 
Bi dbs rica teddies abide debe j i 309 1. 42 | 1. 54 
diners ceieeaien an ct . eet : 316 | 23 | . 53 1. 65 
cei wnstue nainticenieuil i 310 | ~ . 8 | 1,82 
See  dcd uc dde bed 297 | { . 23 1.41 
Tee La : ; 317 505 | .79 1.91 
1953 ...... oe See sebns 325 NM . 82 1.94 
ea cake. eases eens pe eels ‘ 284 ) i . 99 2.15 
le nitan 91445 atranctenyyecsered 260 ; enleees er eain ss 


Harvested acreage Sugar yield 
Planted . 
acreage 
for sugar | 
and seed | 


| 
| 


Crop year | Per acre 
| t 

| harvested. 

for sugar 








1 Estimated. 
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The Crarrman. Off the record. 

( Discussion off the record.) 

The CHairman. Thank you very much, sir. 

The next witness is Mr. Wallace Kemper, American Sugar Cane 
League. 

Mr. Kemper, we will be glad to hear you. 


STATEMENT OF WALLACE KEMPER, AMERICAN SUGARCANE 
LEAGUE, LOUISIANA 


Mr. Kemper. I need take only a minute of your time. 

The CuarrmMan. Thank you. 

Mr. Kemper. Lam W.C. Kemper. I am chairman of the legislative 
committee of the American Sugarcane League. I speak for the 7,500 
sugarcane growers and 57 sugareane processors in the mainland cane 
area in Louisiana and Florida. We wish to endorse the statement 
made by Mr. Kemp in its entirety. 

I have a statement here which is just supplemental to his and need 
not be read but I would appreciate your salen it a part of the record. 

The CuarrmMan. What is your hometown ? 

Mr. Kemper. New Orleans, born in St. Mary’s Parish in Louisiana. 

The Cuarrman. I want to say to you, as I said to other witnesses, 
that I don’t know of any two Congressmen who have been more active 
and interested in this legislation than Mr. Ed Willis and Mr. Hale 
Boggs. 

Mr. Kemrer. Thank you. 

The Cuatrman. I do not want to minimize the interest of others but 
they have been intensely interested and I have been led to believe that 
somebody has indicated a very deep interest in them. Maybe you put 
the pressure on them and they put it on us. 

(The document referred to is as follows :) 


TESTIMONY OF W. C. KEMPER RE SuGAR LEGISLATION ON BEHALF OF THE MAINLAND 
CANE SUGAR AREA 


My name is W. C. Kemper. My residence is in the sugar producing area of 
Louisiana where the company of which I am president is engaged in the grow- 
ing and processing of sugarcane. I am chairman of the legislative committee of 
the American Sugar Cane League, a Louisiana nonprofit corporation, organized 
to preserve and protect the interests of the sugarcane farmers and processors of 
the United States. I appear on behalf of the 7,500 sugarcane farmers and the 
57 sugarcane processing establishments of the mainland cane sugar area, consist- 
ing of the States of Louisiana and Florida. These are the only two States in 
the Nation in which sugarcane for sugar is produced. 

I endorse the statement made by Mr. Frank Kemp in his capacity as spokes- 
man for all of the domestic sugar producers. Therefore, I speak only to voice 
that endorsement and particularly to bring to your attention certain critical 
facts applicable to the farmers and processors whom I represent, which make 
prompt enactment of H. R. 5406 imperative. 

The adjustment of quotas under the Sugar Act to more realistic levels is the 
only practical means by which strangulation of my people can be avoided. We 
are now buried under crushing inventories of unsold sugar and are being squeezed 
ever tighter within the constricting limits of shrinking acreage allotments. 

In the mainland cane area, like in the other domestic areas, increased efficiency 
and greater productivity have resulted in steadily mounting production year 
after year without a corresponding increase in total acreage. This is clearly 
indicated in a table which I now offer in the record, disclosing mainland cane 
area acreage, production and yield, 1948-55. You will note in 1948 we produced 
477,000 tons of sugar from approximately 336,000 acres, while in 1954 our pro- 
duction had increased to 611,000 tons from only 305,000 acres. 
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While the higher yields are essential to meet greatly increased costs, they 
are, nevertheless, a principal factor in today’s quota problems. With the excep- 
tion of the freeze damage year of 1951, our area has exceeded its 500,000-ton 
quota in each of the past 6 years; and during each of the last 3 crop years has 
produced more than 600,000 tons of sugar. In 1954, production was 611,000 tons 
on less than 90 percent of normal cane acreage. 

Our sugareane acreage has been reduced 18 percent this year. Our acreage 
was reduced last year. In spite of these reductions in acreage, on January 
1, 1955, the mainland cane area held in effective inventory from old crop produc- 
tion, approximately 80 percent of a full year’s quota. 

This is indeed an anomalous and tragic situation when we stop to think that 
this condition has arisen during a relatively short period when the consumption 
of sugar in the United States has increased by more than 1 million tons, in 
none of which we have been permitted to share. 

These things of which I have been speaking—tonnages, quotas, acreages, and 
the like—are cold, statistical expressions with little more than academic signifi- 
cance unless we translate them into terms of the ultimate value, into terms of 
people and their well-being or should I say, lack of well-being. In addition to 
the approximately 7,500 sugarcane farmers and their families in our area, there 
are an estimated 40,000 fieldworkers and thousands of factory workers whose 
livelihoods are at stake. At this moment, these American citizens are face to 
face with grave economic danger. Experience of many years proves there is no 
adequate substitute crop to which they may turn. Moreover, the size of the 
average cane farm, and the cost of the modern equipment required in sugarcane 
farming, do not permit the combination of sugarcane culture with that of a sub- 
stitute crop, even if such a substitute were to be found. 

Further, gentlemen of the committee, in addition to those people who raise and 
process sugarcane and who are employed by our farmers and processors, there 
are many thousands of others dependent upon continuation of a healthy sugar 
industry in Louisiana and Florida. By its very nature, the industry is a 
geographically concentrated one. The farms are closely gathered around the 
57 processing establishments. Thus, complete areas, communities, public in- 
stitutions, local governments, and allied businesses are directly dependent upon 
the industry for their well-being. 

It is extremely difficult—yes, impossible—for the average sugarcane farmer 
to understand why a nonsurplus farm commodity should be subjected to any 
restriction. It is even beyond his imagination to comprehend restrictions to 
the extent of those presently in effect. 

A proposal announced recently by the Government and incorporated in one 
of the bills pending before you does not include any quota change this year and 
grants only a growth formula for the future. It is guilty of the familiar short- 
coming—*“too little and too late.” I sincerely hope that I have been able to 
make it plain that we can no longer look to the future. The future is upon us. 
Our problems are here and now. They are riding heavily on our backs. They 
are not lurking off ahead somewhere awaiting our arrival down the road a piece. 

H. R. 5406 recognizes these facts by providing an immediate increase of 
80,000 tons, or 16 percent, in the mainland-cane quota—a small but constructive 
step toward absorption of the 80-percent effective inventory. The growth for- 
mula would be applied in addition to the immediate quota revisions. By 1960, 
God willing, our farmers might be able to return to the limited acreage which 
was devoted to sugarcane during the 5 years prior to 1954. 

Much misleading propaganda with respect to this legislation has emanated 
from our neighbor to the south. You and the public have been told that this bill 
will reduce Cuba’s quota and drastically curtail her purchasing power. The 
threat is that serious internal political repercussions and international unrest 
may result. Nothing could be further from the truth. As has been pointed out, 
under H. R. 5406 our present trade relationships with Cuba or any other nation 
will not be disturbed. All adjustments in quotas, including 1955, will be taken 
from expected increases in sugar consumption in the United States. Neither 
Cuba nor any other foreign country will be required to reduce the tonnage of 
sugar allotted to it under the Sugar Act as presently written. Quite to the con- 
trary, the quotas of Cuba and other foreign countries will continue to increase 
as our consumption of sugar increases. Obviously, then, Cuba’s market and her 
purchasing power will not and cannot be thus reduced. 

While on this subject, speaking of political repercussions in Cuba, and as an 
aside, I might ask this question: “Is there any other nation in the world where 
before its highest legislative body, there could be debated the question of whether 
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domestic farmers have the right to share with a foreign industry an increase ip 
the requirements of the domestic market?’ I do not believe I need answer this 
question. 

Implied threats and the suggestion of Red ghosts cannot be realistic and are 
only an endeavor to monopolize, through fear, our domestic market. If we 
think there is any doubt or skepticism in the minds of the Cubans as to the 
continuation of our good-neighbor policy, perhaps we should furnish them a 
copy of that immortal letter, “Yes, Virginia, there is a Santa Claus.” 

There have been suggestions from other quarters that a compromise might be 
effected in this sugar legislation. This bill, gentlemen of the committee, is 9 
compromise. If the domestic areas were asking for quota increases or partici- 
pation in future consumption commensurate with their needs, obviously our re- 
quests would be more than doubled. The statistical data submitted for the reec- 
ord conclusively so indicates. We have whittled our requests to the bare mini- 
mum on which we believe we may exist. This has been done to allay, to the 
maximum extent, opposition to our bill. We had hoped our very moderate re- 
quests would be viewed with reason by all interested persons and would in this 
spirit be accepted and would not be opposed. Since this bill is a compromise, 
and sets out the irreducible minimum requirements of the domestic farmers 
and processors, such minimum requirements could not possibly be further 
compromised. 

It is the deep conviction of our mainland cane-sugar producers, as Americans, 
that domestie producers are fully entitled, at the least, to the modest share of 
the expanding American market which H. R. 5406 would provide. 


Mainland cane area acreage, production and yield, 1948-55 


Production Yield per 
(1,000 tons acre (tons 
sugar) sugar)? 


Acreage 
(1,000 acres)! 


477 


336. 4 
340. 0 
336.0 
341.2 
338. 4 
345.7 
305. 2 
283. 4 





1 Acreage of cane for sugar and seed. 
2 Total production divided by acreage of cane for sugar and seed. 


The Cuamman. The Chair now takes great pleasure in recognizing 
the beauty queen of this committee, the distinguished lady from 
Minnesota, author of H. R. 5408, Mrs. Knutson. 


STATEMENT OF HON. COYA KNUTSON, MEMBER OF CONGRESS FROM 
THE NINTH DISTRICT OF MINNESOTA 


Mrs. Knutson. Thank you, Mr. Chairman. I certainly appreciate 
your mentioning my bill number because I would like Mr. Hill to 
know that there are other bills in this committee besides the one he 
has been given a number to. 

Mr. Hix. I never mentioned my bill. I always mentioned Mr. 
Hope’s bill. 

Mrs. Knutson. My bill is 5408, two numbers higher. 

Mr. Hii. Mine is 5400. 

Mrs. Knutson. Mr. Chairman, may I make a brief statement and 
insert my testimony in the record at this point ? 

The CuatrMAN. You may. 

Mrs. Knutson. I represent the Ninth District in Minnesota, one of 
the largest sugar beet growers in the United States; farmers and 
growers of my district need a substantial increase in sugar beet acre- 
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age. There is so much interest in this pending legislation that there 
are 10 beet growers from the Red River Valley of North Dakota and 
Minnesota at the present time and I am going to call their names 
and I want them to stand up and I want their names inserted in the 
record. 

Mr. R. T. Adams, of Fisher, Minn. 

Mr. J. J. Whalen, Crystal, N. Dak. 

Mr. H. M. Trowbridge, who will be our witness today. 

Mr. Walter Ross, Fisher, Minn. 

Mr. George Green, St. Thomas, N. Dak. 

Mr. Einar Johnson, Warren, Minn. 

Mr. M. L. Koester, Sabin, Minn. 

Mr. Kenneth More, Blue Earth, Minn. 

Mr. George Arneman, Mankato, Minn. 

Mr. Albert Sinner, Casselton, N. Dak. 

These are real farmers, my friends, and I am certainly glad to see 
you here. 

Mr. Poace. We are delighted to see some farmers here too. 

Mrs. Knutson. The committee is too. 

The bill that I have introduced and support does not provide any- 
where near the additional acreage for sugar beets needed in the Red 
River Valley of Minnesota and ‘North Dakota. It will only prevent 
additional acreage cutbacks and perhaps in a few years restore to 
present growers the acreage they lost this year because of limitation 
of acreage in the United States to that required to produce 1,800,000 
tons of beet sugar. 

On the last page of my testimony is a discussion between Congress- 
man Hope and Mr. Ross from Fisher, that was made sometime ago, 
and I would like to call your attention to it. 

In the discussion Mr. Ross just wanted the right which everybody 
has, as Mr. Hope says, to come in and ask for amendment if conditions 
change and warrant them. 

Representatives of the western beet growers and Red River Valley 
beet growers are here today for the hearing mentioned in the dis- 
cussion between Congressman Hope and Mr. Ross. 

At that time about 78,000 acres of sugar beets were being harvested 
in the Red River Valley. Last year, about 95,000 acres of s sugar beets 
were grown and harvested in the valley. With our new plant, com- 
pleted in 1954 at a cost of about $10 million, we can easily process 
beets grown on 115,000 acres. Howev er, our growers have been re- 
stricted to less than 90 000 acres for 1955. 

We have hundreds of thousands of acres of land suitable for grow- 
ing sugar beets in the Red River Valley, and our farmers and growers 
desire to substantially increase beet acreage. I, therefore, ask Mr. 
Chairman that, after hearing the testimony of witnesses representing 
the Red River Valley and “other areas, this committee recommend 
legislation substantially in accord with my bill, H. R. 5408. 

"Thank you, Mr. Chairman. * 
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(The document referred to is as follows :) 


SraremMent or Hon. Coya Knutson, A REPRESENTATIVE IN Congrnss 
From THE Strate oF MINNESOTA 


Mrs. Knutson. Mr. Chairman, my name is Coya Knutson, Repre- 
sentative in Congress from the Ninth District of Minnesota. My 
district comprises one of the largest sugar-beet areas of the United 
States. Farmers and growers in my district urgently need a sub- 
stantial increase in sugar-beet acreage. 

The bill that I have introduced and support does not provide any- 
where near the additional acreage of sugar beets needed in the Red 
River Valley of Minnesota and North Dakota. It will only prevent 
additional acreage cutbacks and perhaps in a few years restore to 
present growers the acreage they lost this year because of limitation of 
acreage in the United States to that required to produce 1,800,000 tons 
of beet sugar. 

Eventually, Congress must enact legislation that will restore to our 
domestic sugar beet and cane growers the quota that was temporarily 
assigned to Cuba and other foreign countries through the 1948 Sugar 
Act and amendments of 1951. 

Sugar is one of our most essential and cheapest foods. While it 
would be economical for us to use, at existing prices, much more 
sugar than is being consumed today, our mainland consumption seems 
to be stabilized at around 100 pounds per person. There are prospects 
that new developments may lead to increased use of sugar by industry ; 
however, our principal new use is going to come for the purpose of 
supplying our increasing population of 3 million persons pe year 
with 100 pounds of sugar per person. This means an additional 
requirement of 150,000 tons of sugar each and every year. 

When we get around to doing the fair and reasonable thing for our 
sugar-beet farmers we will return to the percentage quota in effect 
from 1937 to 1948—55.59 percent. of our sugar requirement to all 
domestic growers, 41.72 percent of which was assigned to beetgrowers. 
In other words, 23.192 percent of the United States sugar market 
would be supplied by domestic beetgrowers. 

Returning to the 1937-48, or original percentage formula, would 
add 101,744 tons of sugar to the beet-sugar quota under the existing 
consumption estimate of 8,200,000 tons for 1955. If final sugar dis- 
tribution figures for 1955 reach 8,400,000 tons as many expect, beet 
sugar would receive an additional quota of 46,384 tons, or a total of 
148,128 tons above the 1,800,000 tons provided in the existing Sugar 
Act. This would mean 60,000 additional acres for beetgrowers of the 
United States, about 7,000 acres of which would go to farmers in my 
district and Red River Valley. 

There is a lot of propaganda and confusing information being given 
wholesale circulation by foreign interests, misinformed consumers, 
and others, to the effect that it would be unfair to restore to our United 
States growers their traditional share of the sugar market. Also, 
that the price of sugar would be lower if we abandoned our domestic 
sugar industry and purchased all of our sugar from foreign coun- 
tries. So let’s go back a few years and set the record straight. 
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SUGAR SITUATION IN 1934 


In 1934 world trade in sugar was stagnant and the United States 
domestie sugar industry was “prostrate. 

In Cuba the situation was alarming. Economic distress was wide- 
spread. This condition was brought about in part by worldwide over- 
production of sugar; in part, by the fact that the Hawley-Smoot 
tariff, although the highest on record, had failed to protect adequately 
the domestic sugar industry. Cuban raw sugar sold as low as 56 cents 
per pound delivered in New York. Under these conditions, even the 

2-cent tariff in effect at that time failed to provide a price adequate 
to maintain the mainland beet and cane industry and the cane indus- 
try in Hawaii and Puerto Rico. 


THE JONES-COSTIGAN ACT OF 1934 


As a result of the inadequacy of the tariff system in protecting 
and maintaining the domestic industry, and of conditions in C uba, 
which were a threat to our whole good-neighbor policy, an entirely 
new approach to the complicated sugar problem was adopted. Quotas 
were established for all areas which historic: ully supplied the Ameri- 
can market. Quotas were based on the recent history of the areas 
supplying the United States market. With the passage of the Jones- 
Costigan Act in 1934 the tariff on Cuban sugar was reduced from 
2 cents to 14% cents per pound. (Tariff on sugar from Cuba was re- 
duced to 90 cents in 1934, to 75 cents in 1942, and 50 cents in 1948, per 
hundred pounds. ) 


THE SUGAR ACT OF 1937 (REPLACING 1934 ACT) 


(Juota provisions as follows: 


Sec. 201. The Secretary [Agriculture] shall determine for each calendar year 
the amount of sugar needed to meet the requirements of consumers in the con- 
tinental United States. 

Sec. 202. Whenever a determination is made, pursuant to section 201 * * * 
the Secretary shall establish quotas, * * * (a) for domestic sugar producing 
areas by prorating among such areas 55.59 percent of such sugar on the following 
basis : 


Percent 

DR NE oat Sheena Miata tht sala egtwine thine iene ee 41, 72 
Disa PUNT ne ae a iat ek cen renee mnepehinieca nase 11. 31 
Puerto Rico siti i Tees cecal ede DSR TAAL I NO ik bli eaee. 21. 48 
Wi a ie 1 ceesratita dacnenceiiinail 25. 25 
TOT aR 5 a ca aaa tae Ais wh ln Se haein sl linn aden hdntetiatnc atin eniermnieneataiaeaenlieoa geen . 24 
anit ia nant ids lon edeemasiee iden iaiiatta eens etiaceiarid animate eaten eimindal 100. 00 


(b) For foreign countries and the Commonwealth of the Philippines, by 
prorating 44.41 percent of such amount of sugar * * * on the following basis: 


Percent 

Cc te a iieannenininaniea 34. 70 
ce a ie ee a 64. 41 
Foreign countries other than Cuba and the Philippines___._.__-__-__-_---~-~ 89 
a a a lel Ole clear cel ceae 100. 00 


1In no case shall the quota for the Philippines be less than the duty-free quota estab- 
lished by the provisions of the Philippines Independence Act. 
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SUGAR SITUATION DURING WORLD WAR II 


When the United States entered the Second Wortd War, the indus- 
try in the domestic areas and Cuba (the latter the only area from 
which we and our allies could secure a greatly expanded source of 
supply under wartime conditions) was in a healthy state. Sugar was 
the first food to go under price controls and the last on which controls 
were lifted; price control expired by an act of Congress, October 31, 
1947. As a result, consumers in the United States were able to buy 
sugar during the war period and subsequently at prices below those 
prevailing in the free world market. The wholesale price of suga 
in July 1947 was 814 cents per pound, the highest people in the United 
States had to pay, compared with wholesale prices of 10 to 15 cents 
a pound paid in other parts of the world. 


DOMESTIC SUGAR PRODUCTION DURING WAR 


At our entry into the war, we were fortunate in having a large 
beet-sugar production which helped to maintain our domestic sugar 
supplies in the face of the enemy’s savage and effective submarine 
warfare in the Caribbean and off our east coast and Puerto Rico. Dur- 
ing the war period, the price of competing crops advanced much 
faster than the price of sugar and because of a shortage of labor, do- 
mestic sugar production declined. Cuba gladly embraced the oppor- 
tunity to expand its production. 


SUGAR ACT OF 1948, PUBLIC LAW 388, 80TH CONGRESS (APPROVED AUGUST 
8, 1947) 


The Sugar Act of 1948 recognized the beneficial princi a embodied 
in the ——_ Sugar Acts but made an effort to adapt these to 


changed postwar conditions. It recognized Cuba’s contribution to our 
wartime sugar supply by improving her position for 5 years in the 
United States market. 

I here make the point that while there was discussion at the time 
the 1948 act was under consideration, that Cuba was entitled to con- 
sideration because of its contribution to the war effort, that special 
consideration was definitely limited to 5 years, and expired at the end 
of 1952. I quote from page 2, Report No. 796 of Committee on Agri- 
culture, 80th Congress, 1st session, as follows: 


During the war the supply of sugar from the Philippines was cut off entirely 
and greatly increased supplies were obtained from Cuba with the result that 
during this period Cuban production was greatly expanded. By permitting Cuba 
to supply the principal portion of the Philippine deficit at a time when its produc- 
tion is at an all-time high will, in effect, substantially continue the pattern 
established during the war and enable Cuba to gradually adjust its production 
downward to a sound level with a minimum of economic disruption. 

It should be pointed out that this bill is a short-term measure designed to meet 
postwar adjustment problems in the production and distribution of sugar. For 
example, provision has been made for allotting to Cuba almost the entire deficit 
anticipated in the Philippine quota. Domestic areas have been given fixed quotas 
rather than percentage quotas for a temporary period of 5 years, which period 
is believed to be of sufficient duration to enable necessary postwar adjustments 
to be made in the foreign areas supplying the United States sugar market. 
The committee believes that it should be made abundantly clear that the dis- 
tribution of the American sugar market among the producers of the United 
States and foreign countries and the provision for the establishment of quotas 
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for the ensuing 5 years on the basis provided for in this bill is not intended to 
establish, and should not be construed as establishing, a permanent production 
and distribution pattern nor as waiving American producers’ rights to such 
portions of the American market as they can supply at the conclusion of the 
5-year period covered by the bill. On the contrary, it should be emphasized that 
this bill is designed to meet the problems of the temporary postwar transition 
period and is not to be regarded as the establishment of long-time national sugar 
policy. (Emphasis supplied.] 


QUOTA PROVISIONS OF 1948 ACT 


Effective January 1, 1948, the quotas were established as follows: 


(a) For domestic sugar producing areas, by apportioning among such areas 
4,268,000 short tons, raw value, as follows: 
Short tons, raw value 


Domesthie GO0l. SGD inntitidsAssstinmcitd bat ucibawniichiabeelnetimrennie 1, 800, 000 
Ma inlagn@) CORN0/ SGI bist 8st —ietanere iene se iteentees emg ences 500, 000 
Fe WON Nii bedi el gti eat tinea coh ect bn sc a ns ed haga clea Savina see aceonse 1, 052, 000 
Puerto Jese@hi tenth tt Sed nen enpiteetesitemnthinas! mie blaaiegiengs 910, 000 
Virgins: Te ie pati 3 thal. sides dik seid ds eit ised pledeemer niin aceetne 6, 000 


(b) For the Republic of the Philippines, in the amount of 952,000 tons. 

(c) For foreign countries other than the Philippines, by prorating among 
such areas an amount of sugar, raw value, equal to the amount determined pur- 
suant to section 201 less the sum of the quotas established pursuant to subsec- 
tions (a) and (b) of this section on the following basis: 

Percent 
Cuba... sda eee ek tL seal aihths headed ha tacaal invade te deeds eke sed tanta lain aden 98. 64 
Foreign countries other than Cuba and Philippines__.__._______ ee tainesic 1. 36 


1951 AMENDMENTS TO SUGAR ACT OF 1948 (APPROVED 
SEPTEMBER 1, 1951) 
Section 202 (a) was amended to read: 
For domestic sugar-producting areas, by apportioning among such areas 4,444,- 


000 short tons, raw value, as follows: 
Short tons, raw value 


Domestie Gis armen CU, 30 i a oh Os sou ol 1, 800, 000 
Main lamar eh ad Wha. Ses Like See ea Li os 500, 000 
Hawalig si Gen She Bus Bo gio ell goose ods ity pe 1, 052, 000 
Puerto Meeeeuiinie Coa 2 i ei el ts ee 1, 080, 000 
Vivre an 7a eter Si on cata ic 3 cst nets aly iene es eno sees 12, 000 


1 An increase of 170,000 tons. 
* An increase of 6,000 tons. 


(b) The quota for the Philippines remained at 952,000 short tons, as specified 
in section 211 of the Philippine Trade Act of 1946. 

(c) For foreign countries other than the Philippines, by prorating among 
such countries an amount of sugar, raw value, equal to the amount as deter- 
mined pursuant to section 201 less the sum of the quotas established pursuant to 
subsections (a) and (b) of this section on the following basis: 

Percent 
Cuba 96 


Foreign countries other than Cuba and Philippines___.__.__._-__________ 4 


Section 411 of the act approved September 1, 1951 (our present act), 
states : 


That powers vested in the Secretary under this act shall terminate on December 
31, 1956, except that the Secretary shall have power to make payments under 
title IIT under programs applicable to the crop year 1956 and previous crop 


years. 

Marketing of beet sugar or charges against our 1,800,000 ton beet- 
sugar quota for the years 1948, 1949, and 1950, averaged 1,630,780 tons; 
therefore, it was with misgivings that the growers in the Red River 
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Valley and other members of the Western Beet Growers Association 
approved extension of the Sugar Act in 1951 without an increase in the 
beet-sugar quota. On this point I refer the committee to hearings on 
the extension of the Sugar Act of 1948, H. R. 4521, pages 107, 110, 
July 1951, from which I have taken excerpts of the testimony of one of 
my constituents, Mr. Walter Ross, president of the Western Beet 
Growers Association, as follows: 


All interests involved in providing this country with its supply of sugar desire 
reenactment of the basic features of the 1948 Sugar Act and we recognize the 
desirability at this time of full cooperation of the domestic sugar industry in the 
enactment of the proposed legislation. The Sugar Act of 1948 contains many 
laudable features, and, sympathetically and fairly administered, it is a frame- 
work around which all concerned can build soundly for the future. 

I am instructed as the spokesman for our association to formally record the 
following reservation in the proceedings of this committee : 

“Tf, prior to the expiration of the Sugar Act of 1948, as amended, it develops that 
the established quota of 1,800,000 tons for domestic beet sugar, is acting as an 
effective deterrent either to the expansion of sugar-beet growing, or the construc- 
tion of additional processing facilities, the Western Beet Growers Association 
reserves the right to seek and press for amendment of the established quota for 
domestic beet sugar.” 

Should such a situation arise we trust this committee will give our association 
full hearings and that interests with whom we now join in a request for reenact- 
ment of the Sugar Act of 1948, with amendments as provided in H. R. 4521, will 
give domestic growers support for a larger share in the American sugar market. 


DISCUSSION BETWEEN CONGRESSMAN HOPE AND MR, ROSS 


Mr. Hope. As I understand it, your organization and you individually are for 
this bill? 

Mr. Ross. That is true. 

Mr. Horge. But you are saying that if the situation should change during the 
life of the enactment that you want to be able to come and present the facts as 
they appear to you and ask for some changes in the law? 

Mr. Ross. Yes. 

Mr. Horr. There is nothing irregular about that, certainly, because Congress 
will be in session every year. Certainly, we are going to consider amendments 
of any law where it appears to be important or necessary that it be done. 

You are not qualifying your statement that you are in favor of the legislation 
except that you want the right which everybody should have to come in and ask 
for amendments if conditions change. That is a correct statement of your 
position? 

Mr. Ross. That is right. 

Mr. Chairman, representatives of the Western Beet Growers and Red 
River Valley Beet Growers are here today for the hearing mentioned 
in the discussion between Congressman Hope and Mr. Ross. At that 
time about 78,000 acres of sugar beets were being harvested in the Red 
River Valley. Last year, about 95,000 acres of sugar beets were grown 
and harvested in the valley. With our new plant, completed in 1954 at 
a cost of about $10 million we can easily process beets grown on 115,000 
acres. However, our growers have been restricted to less than 90,000 
acres for 1955. 

We have hundreds of thousands of acres of land suitable for growing 
sugar beets in the Red River Valley, and our farmers and growers 
desire to substantially increase beet acreage. I, therefore, ask, Mr. 
Chairman, that, after hearing the testimony of witnesses representing 
the Red River Valley and other areas, this committee recommend 
legislation substantially in accord with my bill, H. R. 5408. 
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List OF MINNESOTA AND NortH DaxKora SuGAR BEET GROWERS ATTENDING HEARING 
ON LEGISLATION To AMEND THE SuGAR Act 


Rk. T. Adams, Fisher, Minn., president, Red River Valley Beet Growers Associa- 
tion 
J. J. Whalen, Crystal, N. Dak., president, Western Beet Growers Association 
H. M. Trowbridge, Comstock, Minn., treasurer, Red River Valley Beet Growers 
Association 
Walter Ross, Fisher, Minn., former president, Western Beet Growers Asso- 
ciation 
George Green, St. Thomas, N. Dak., director, Western Beet Growers Associa- 
tion 
Einar Johnson, Warren, Minn., secretary, Minnesota-Dakota Sugar Beet Devel- 
opment Association 
M. L. Koester, Sabin, Minn., vice president, Red River Valley Beet Growers 
Association 
Kenneth More, Blue Earth, Minn., director, Western Beet Growers Association 
George Arneman, Mankato, Minn., director, Western Beet Growers Association 
Albert Sinner, Casselton, N. Dak., director, Western Beet Growers Association 
Mrs. Knutson. Mr. Chairman, I would like to present Mr. Trow- 
bridge. 
The Cuarrman. We shall be glad to hear you now, Mr. Trowbridge, 
Will you come forward ? 
Mr. Trowbridge, you said that it would take you how long? 
Mr. Trowsrkince. About 10 minutes. 
The CuHarrmMan, Let us move along and I will ask the members to 
cooperate and not interrupt you. 
You may present your statement and we will try to conclude with 
the other witnesses. 


STATEMENT OF H. M. TROWBRIDGE, COMSTOCK, MINN. 


Mr. Trowsriper. Mr. Chairman, thank you. You have been asking 
for a farmer and you have got one who makes his whole income off the 
farm. 

The Cuarrman. You are twice welcome. 

Mr. Trowsriwer. Mr. Chairman, my name is H. M. Trowbridge 
from Comstock, Minn. I am a sugar-beet farmer in the Red River 
Valley. I am representing the Western Beet Growers Association 
with members in five Northern States and its affiliated associations 
that have members present at this hearing: The Mason City District 
Beet Growers Association, Southern Minnesota Beet Growers Associa- 
tion, Minnesota-Dakota Sugar Beet Development Association, and 
the Red River Valley Beet Growers Association, of which I am a 
(lirector. 

My statement will give the committee information relative to need 
for expansion of the beet-sugar industry in the Red River Valley. 
The Red River is the boundary between Minnesota and North Dakota. 
The Valley area suited to growing sugar beets is large, being 30 to 60 
miles wide and 200 miles long. 

Red River Valley, on account of its geographical location, has one 
of the shortest growing seasons m the United States. Because of 
this short season the crops that we can grow successfully are quite 
limited compared with most other areas in the United States. 

This is especially true for cultivated crops. In the early days 
wheat was the main crop in the Red River Valley. Wheat is still an 

65704—55——15 
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important crop, but we have learned that to doa good job of farming 
we must have crop rotation which includes a cultivated crop. This 
is where sugar beets come in. 

Sugar beets are one of the best cultivated crops for rotation in the 
Red River Valley and, for the northern end of the valley, they are 
about the only cultivated crop that can be successfully grown. For 
this reason sugar-beet growing has been steadily increasing in this 
valley since the first factory was built in 1926. There has been a 
never-satisfied demand for more beet acreage in the valley since the 
late 1930’s. The table following shows the steady increase in beet 
acreage since 1939. You will notice that we have had a steady in- 
crease every year (except 1941, a year when acreage controls were in 
effect), until 1955 when controls are again in force. 

Please note that while our acreage was constantly increasing the 
United States acreage was fluctuating up and down. 


Acreage planted to sugar beets 








Year Red River Valley| For United States Year Red River Valley} For United States 
Scanassanne 25, 912 993, 000 || 1948........-.- 53, 041 800, 000 
Peibessbess 26, 644 971, 000 EE a renter 62, 348 768, 000 
| ESE 21, 733 796, 000 |} 1950.........- 72, 474 1, 014, 000 
a 27, 806 1, 048, 000 a tatiana 78, 059 757, 800 
SUE wcnoduton 29, 193 619, 000 Rca accra 82, 060 719, 200 
as imnnaaeniens 31, 096 633,000 |} 1953.......-- 90, 528 792, 500 
dunes iiitiiid 37, 981 775,000 || 1954......... 94, 181 944, 000 
) Re 37, 186 905, 000 || 1955......---- 1 83, 000 850, 000 
ee 39, 300 968, 000 


1 Approximately. 


This steady increase in acreage shows the importance of sugar beets 
in the Red River Valley and why we need a larger quota, 

The valley, at the present time, has three sugar-beet processing 
factories. The first of these plants started processing beets in 1926. 
By the late thirties there was enough demand for acreage to justify 
another plant, but because of war and economic conditions, construc- 
tion of the second plant was not started until the mid-forties, and 
processed its first crop in 1948. The demand for beet acreage was so 
great that plans were immediately made to build a third plant in 
the valley and it processed its first crop in 1954. The demand is still 
so great that we could furnish beets for several additional plants, but 
as long as existing marketing quotas and proportionate shares are 
in effect there can be no more sugar beet processing plants built in 
the Red River Valley. 

More important to us at present, than securing additional plants, 
is obtaining the right to grow sufficient beets for the full operation 
of the plants we now have. Our three existing plants can efficiently 
process beets grown on 115,000 acres. 

The company that owns these plants intended to contract for maxi- 
mum acreage in 1954. However, because of restricted marketing 
quotas we were only allowed to plarit 94,000 acres and with the acre- 
age-allotment program in effect in 1955 we now have been further 
restricted to approximately 83,000 acres. This means that not only 
the farmers, who had expected to start raising beets, have been de- 
nied that opportunity, but those farmers who have been raising beets 
consistently for many years have had to cut down their acreage. 
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This reduction in acreage we had expected to plant by one-fourth 
and needed in order to operate the sugar factories at capacity will 
result in increased operating costs for the sugar company. The com- 
pany cannot yee with efficiency or with a minimum overhead when 
processing at 75 percent of capacity. 

This, through no fault of the company, as when it started construc- 
tion of its third plant, beet-sugar production in the United States 
was so much less than our quota that there was no thought or indica- 
tion that we would soon have marketing allotments or proportionate 
shares for individual growers. 

Sugar legislation in effect since 1937 has been very beneficial to all 
segments of the industry. The domestic industry has by accepting a 
quota system been able to keep prices at fair and stable figures. 
Foreign producers have received prices for sugar that they sold in 
the United States that was much higher than the world market. Cuba 
has benefited by this feature alone to the tune of hundreds of millions 
of dollars. 

United States refiners have benefited by limitation in importations 
of refined sugar to a very small percent of our sugar consumption. 

In other words, they do not have competition with offshore or 
foreign refiners. 

The consumer has benefited by having an adequate supply of sugar 
at all times that was fair and reasonable in price. In fact, sugar 
increased less in price during the inflationary period than most other 
commodities. 

We are all agreed, I think, that we want sugar legislation at this 
time. Differences of opinion are confined to quota amounts and 
timing of the quota changes. 

The first Sugar Act in 1937 divided the sugar market of the United 
States on a historical basis. Had no changes been made, the beet 
growers of the United States would have had a quota today (at a 
consumption of 8,200,000 tons) of 1,901,580 instead of 1,800,000 tons. 
Because of war and other economic conditions, not of our making, 
yroduction of beet sugar declined temporarily and we were glad to 
1ave a place such as Cuba that could supply us with additional sugar 
during an emergency. 

So let’s look for a moment at the Cuban problem. Before we had 
a sugar act, the Cuban sugar industry was in a distressed condition. 
The first Sugar Act helped to bail Cuba out of trouble as well as 
helping our own domestic sugar industry. 

The Sugar Act, however, is not a treaty with Cuba; we have not 
agreed to give her so much market for so long a time. The Sugar 
Act is not even a trade agreement. It is simply a United States law 
passed by the United States Congress and subject to review and 
change at any time by Congress without permission or agreement of 
any foreign country. 

Under our Sugar Act, Cuba has had a steadily increasing quota 
from 1,923,000 tons in 1948 to 2,668,000 tons at present. Cuba has 
never had a reduction in fixed quota, but on the other hand has had 
the opportunity to market additional sugar that the Philippines and 
domestic areas could not supply during unsettled times. This per- 
mitted Cuba to market 3,942,000 tons in 1947. This was a very 
wonderful windfall for her and the only trouble with it is that she 
wants to keep it as fixed quota. During the past 7 years Cuba’s 
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basic quota has increased some 745,000 tons while the continental 
areas have remained stationary. , 

Propagandists state we should not take anything away from Cuba, 
because, if we do, Cuba will not be able to buy wheat, rice, pork, and 
manufactured articles from us. 

Let’s look at this. In the first place, we are not even suggesting 
that anything be taken away from Cuba. Under the terms of our 
new bills she will still be getting a quota increase with every increase 
in sugar consumption in the United States. 

We simply are — for the right to market part of our present 
sugar stock and for what we think is a very modest, fair share of 
increase in consumption above the present estimate of 8,200,000 tons 
for 1955. This will still leave us considerably below the quota we 
would have had if the sugar market would again be divided percent- 
agewise as it was under the 1937 Sugar Act. In fact, growers of 
Red River Valley think our bills do not give us what we really 
should have. 

Secondly, let us also look at the trade between Cuba and the 
United States. Much of the propaganda in support of the Cuban 
position in our sugar market has been the value of the agricultural 
products that we ship to Cuba. In 1952 this was $153,980,000 ; in 1953, 
$143,251,000. This is a far cry from the $316,509,000 we paid them 
for sugar in 1952. As far as agriculture is concerned, our trade with 
Cuba is about 2 to 1 against the United States farmer. Should the 
United States sugar farmer give up the right to grow sugar beets 
and sugarcane so that manufacturers of other goods can sell more 
to Cuba? 

I think the American farmer is in a bad enough position as it is. 
He produces too much wheat, cotton, barley, rice, and peanuts, in 
fact nearly everything except sugar. Would it not be more sensible 
to let domestic industry produce all the sugar it desires and buy the 
balance needed from foreign countries ? 

That is just what Cuba does. Cuba is raising more rice and corn 
all the time and proportionately cuts her imports from us. I think 
that is right and I don’t blame Cuba at all. But at the same time I 
think Cuba is very unreasonable in insisting on having as much of 
our sugar market as she desires. 

Cuba does not produce surplus sugar or buy our goods because she 
loves us. Sugar is cheaply raised there. Her landowners make good 
money in so doing and believe the United States will buy more sugar 
and thereby bail them out when they havea surplus. 

Trade is the sale or exchange of goods for mutual benefit. The 
present Sugar Act with its fixed domestic quota is certainly not of mu- 
tual benefit to the American sugar industry. 

Cuba is a good neighbor of ours. Nobody will deny that. We 
want to keep her a good neighbor, but we do not think she should be 
treated as a favorite child. We do not believe she has an inherent 
right to the large portion of our sugar market she now enjoys. 

These bills under discussion will give the domestic sugar industry 
a chance to sell some of our sugar stocks and a chance to increase pro- 
duction slowly. They will not nearly satisfy the demand for sugar 
beet acreage in the Red River Valley or Columbia Basin; however, 
the proposed legislation is much better than the act we are now oper- 
ating under, and we will support it with the following reservations: 


for 
tu 
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That it is thoroughly understood that we are not making a treaty 
with any country or enacting legislation that in any way restricts our 
right to come to Congress at any time to ask for amendments to 
existing laws, and that Congress is not waiving any right to consider 
or amend the quota or other provisions of our Sugar Act. 

The CuarrMan. We thank yeu very much, Mr. Trowbridge. You 
made a very forthright statement and I am sure the committee will 
give every consideration to it. 

Mr. Trowsriper. I have a statement here from Mr. Whelan who had 
to leave, and from Mr. More of Mason City Association, that they 
would like to put in the record in support of this bill. 

The CHamrman. Without objection they may be included in the 
record immediately following your statement. 


(The documents referred to are as follows :) 


STATEMENT OF J. J. WHELAN, PRESIDENT, WESTERN BEET GROWERS ASSOCIATION, 
CrysTAL, N. DAK. 


My name is J. J. Whelan, of Crystal, N. Dak. I live in the heart of the 
Red River Valley, sometimes referred to as the North Nile Valley. This ref- 
erence is brought about by the fertility comparisons of the two famous valleys. 

I am president of the Western Beet Growers Association, representing growers 
and members in the States of North Dakota, Minnesota, Montana, Iowa, and the 
Columbia Basin area of eastern Washington. The slogan of the Western Beet 
Growers Association is “American Markets For American Producers” and the 
organization wholeheartedly supports just that. 

Because the Columbia Basin is a recently developed irrigation project, with 
a large beet potential, it is in a disadvantageous position as it has little or 
no sugar-beet history upon which to base and justify its desire to grow sugar 
beets. Acreage has not heretofore been available to this area. 

In the Red River Valley, growers and prospective growers could and would 
absorb an additional 50,000 acres immediately if such acreage quota were ob- 
tainable and a much greater acreage when processing facilities are avilable. 

All sugar-beet growers in these two areas took a substantial acreage cut 
this year, some as much as 25 percent, including myself. This acreage reduc- 
tion was brought about by a sugar supply in excess of quota in the United States. 
This excess supply could be quickly marketed if a lower quota were fixed for 
sugar being shipped into the country by foreign growers. 

Just to illustrate my own particular case: In the year 1953, I produced 100 
acres of sugar beets. In 1954, I applied for, and was granted, a 10-percent 
increase in my acreage. Now in 1955, after I had made major investments to 
handle the increased acreage, I was drastically cut to 80 acres. Mine is not an 
exceptional case, and my fellow beet growers are taking heavy financial losses. 
The economy of the Red River Valley and the Columbia Basin is suffering and, 
needless to say, the taxable revenue of the above areas has not increased. And 
why have we suffered? How could we have overproduced with large acreage 
reduction? We have suffered financially and economically because due to re- 
stricted domestic quotas foreign countries have been allowed to absorb our 
American markets with their surplus sugar. 

Under the present Sugar Act, the American sugar producer is allowed to pro- 
duce and market only slightly over 28 percent of the needs of the United States. 
Additional sugar requirements brought about by population increases do not in 
any way go to the American sugar producer. 

Under the 1948 Sugar Act as amended and continuing through 1956, Cuba is 
the “residual supplier.” She sells us practically all the sugar we consume after 
fixed quotas have been filled. 

Looking at this problem from a practical and sensible viewpoint, the sugar 
producers of our country, in the one commodity that we are in short supply, 
are prohibited by law through quota restrictions from raising more than 28 per- 
cent of the needs of the people of the United States. A rather unique position 
for the American sugar producers, and one without parallel in American agricul- 
ture, 

This simply means that Cuba’s share of our markets is constantly increasing 
with our population growth, while American growers are being stymied by fixed 
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quotas. Under the provisions of the bills we are supporting, revising, and 
amending the Sugar Act, the sugar industry is asking their fair share percent- 
agewise of the quotas brought about by the United States population increases, 
Under the present law, 100 percent of this increase goes to Cuba and other foreign 
countries. 

We have been a good neighbor to Cuba to the point where we now find our- 
selves in a corner, not knowing what to raise on the land taken out of sugar pro- 
duction. We cannot grow corn. We cannot grow wheat. 

Our annual consumption increase will be 125,000 to 150,000 tons of sugar. Not 
1 ounce of this amount may be supplied by American growers. Every pound is 
now reserved for Cuba and other foreign suppliers. We are asking for an in- 
crease of 188,000 tons in quota for domestic areas, and also that the domestic 
producers be given the right to furnish 55 percent of our annual increase in 
sugar consumption. Under the provisions of our bills, Cuba will still share per- 
centagewise in the quota increase brought about by a growing population, 

Much has been said about good trade relations with Cuba, and the western 
beet growers heartily agree with this thinking, but not at the expense of the 
American sugar producer. The western beet growers still stand by their slogan 
“The American Markets for the American Producers.” 





STATEMENT OF KENNETH More, Mason City District Bret GROWERS ASSOCIATION 


Iam Kenneth More, Blue Earth, Minn., a director of the Mason City Beet Crow- 
ers Association representing beet growers of Minnesota and Iowa. The beet 
growers feel that sugar beets which are processed at a plant in Mason City, Iowa, 
are a necessary part of our agriculture. 

We believe that the domestic sugar beet industry should be able to grow with 
the Nation’s population increase, and also given an immediate quota increase 
without any sacrifice in the price of sugar. 

Because of surplus of other crops and low price on the open market, we feel 
that it is important that each farmer stays in the Government program. This 
means extra unused acreage, some of which could be taken up with an increase 


in beet acreage. 
We recommend that the bill before the committee be given favorable consid- 


eration. 

The Cuamman. The next two witnesses, Mr. Loen L. Bailie and 
John W. Haw. 

We will be very glad to hear you gentlemen now. 


STATEMENT OF JOHN W. HAW, CHAIRMAN, NATIONAL RECLAMA- 
TION ASSOCIATION, SUGAR BEET LEGISLATIVE COMMITTEE 


Mr. Haw. Mr. Chairman, and members of the committee, my name 
is John W. Haw. With me here is Mr. Loen L. Bailie. We represent 
a committee appointed by the directors of the National Reclamation 
Association to present the views of that organization, at these hearings. 

The National Reclamation Association, at its last convention in 
Portland, unanimously approved a resolution urging the 84th Con- 
gress to enact legislation extending the Sugar Act of 1948, as amended, 
with such modification in its quota provisions as would: (1) Dispose 
of above-quota beet sugar processed from beets grown in 1954 and 
1955; and (2) return to the growers of sugar beets and sugarcane in 
the continental United States their prior right to the expanding 
market for sugar arising from our increased national consumption. 

Resolutions of similar general import have been approved by this 
organization in previous conventions. The NRA has on its member- 
ship roll several thousand groups, organizations, and individuals 
from the 17 Western States in which irrigated land is located. 
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Mr. Chairman, there is so much of the material in the balance of our 
statement that was in Mr. Kemp’s statement this morning and also 
has been repeated in substance b Mr. Trowbridge that in order to 
save the time of your committee I think I shall just read the closing 
paragraph of this statement which says, the legislation now under con- 
sideration by the committee will barely suffice to provide a sugar sales 
quota for the acreage of beets grown in 1953 and 1954, and that only 
after the lapse of several years. 

No quota is provided for additional beet sugar acreage on projects 
now under construction such as the Columbia Basin. While the asso- 
ciation feels this is a mistake which may demand correction by the 
Congress before this proposed act expires, it nevertheless supports 
the present bill on the representation that it is all that can be accom- 
plished at this time in curing current inequities. 

The association does strongly support the proposition that new 
demands for sugar arising from population increases belong to the 
American farmer first and to foreign countries only to the extent that 
such demands cannot be filled by the American farmer. 

I have one further very brief statement to make and then my testi- 
mony is concluded. The association wishes the record to show that 
while favorable to the pending legislation which establishes a formula 
for the division of increases in consumption, 35 percent domestic, 
45 foreign, percentages in effect as to divisions prior to the passage of 
the 1948 act, we deny that this favorable division of increases to 
foreign areas is a recognition of any investigated rise or has been 
established as a precedent in such manner as to make its later modifica- 
tion a breach of either friendship or justice. Rather it is considered 
by this association as an arbitrary figure tailored exclusively to the 
current situation. 

Mr. Bailie may have something additional. 

The Cuatrman. We thank you very much for your statement. and 
the statement will be entered in the record as you have presented it. 

(The documents referred to are as follows:) 


NATIONAL RECLAMATION ASSOCIATION RESOLUTION No. 15: EXTENSION OF THE 
SueaR Act 


Whereas the prosperity of many existing reclamation projects, and the success- 
ful development of new reclamation projects, depends in a great measure upon 
the inclusion of sugar beets in a sound crop rotation ; and 

Whereas the profitable production of sugar beets is different from that of 
the bulk of reclamation crops in that the price of sugar within the United 
States is highly influenced by the world price, since at present 73 percent of 
the sugar consumed in the United States is produced in offshore areas; and 

Whereas the marketing of sugar in the United States is controlled by the 
Sugar Act of 1948 as amended, which expires December 31, 1956, which has 
made possible the growing of sugar beets and the production of domestic sugar 
regardless of the cheap offshore competition ; and 

Whereas it is imperative that reclamation farmers know in 1955, the acreage 
of sugar beets they will be permitted to market from the 1956 crop, and so 
must rely upon congressional action in 1955; and 

Whereas it is essential that an increased continental quota be established 
in order to make it possible to allocate quotas to newly constructed reclamation 
projects ; and 

Whereas the National Reclamation Association has heretofore recognized the 
essentiality of the sugar beet crop in rotation programs for western irrigated 
land and has appeared repeatedly in behalf of legislation to protect sugar price 
levels and the right of American farmers to supply the sugar requirements 
of this country to the extent of their ability: Now, therefore, be it 
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Resolved, That the National Reclamation Association support vigorously 
legislation in the 84th Congress which will— c 

(a) Reenact the major provisions of the 1949 Sugar Act as amended on a 
permanent basis; 

(b) Clarify provisions which direct and guide the Secretary of Agriculture 
in his announcements of this country’s consumptive requirements to the end 
that an expanding continental sugar beet and sugarcane industry can be maip- 
tained and sugar prices made adequately remunerative ; 

(c) Provide yearly sales quotas for sugar derived from beets or cane grown 
in continental United States on an escalator basis, increasing yearly as con- 
sumptive requirements increase; 

(d) Provide for the relief of the immediate problems of disposing of above 
quota sugar produced in 1953 and 1954 in continental beet and cane areas 
by granting them sugar sales quotas in 1956 based on the percentages of the 
American market which they enjoyed at the time of passage of the 1948 act. 

This is to certify that the above and foregoing is a full, true, and correct 
copy of resolution No. 15 which was adopted by unanimous vote of all delegates 
present at the 23d annual meeting of the National Reclamation Association, 
Portland, Oreg., November 10, 1954. 

WILiiAM FE. WELsH, 
Secretary-Manager. 


STATEMENT OF JOHN W. Haw, CHAIRMAN, SuGar Beer Lecisiative CoMmirtee, 
NATIONAL RECLAMATION ASSOCIATION, ON H. R. 5406 


The National Reclamation Association, at its last convention in Portland, 
unanimously approved a resolution urging the 84th Congress to enact legis- 
lation extending the Sugar Act of 1948 as amended with such modification in its 
quota provisions as would: (1) Dispose of above-quota beet sugar processed 
from beets grown in 1954 and 1955, and (2) return to the growers of sugar beets 
and sugarcane in the continental United States their prior right to the expand- 
ing market for sugar arising from our increased national consumption. 

Resolutions of similar general import have been approved by this organization 
in previous conventions. The NRA has on its membership roll several thousand 
groups, organizations, and individuals from the 17 Western States in which irri- 
gated land is located. Of the 878,000 acres of sugar beets harvested in 1954, 
709,000 acres or 80 percent were located in these States where they are grown 
almost exclusively under irrigation ; 332,000 acres or 38 percent were located on 
l'ederal reclamation projects. These figures emphasize the importance of the 
sugar beet crop to the States west of the 100th meridian and particularly on irri- 
gation projects constructed by the Federal Government. 

Of first concern to this organization is the stability and prosperity of arid land 
reclamation projects and that is our reason for submitting testimony at this 
hearing. For more than 23 years the association’s primary objective has been 
the establishment of an enduring and a sound, solvent farming and ranching in- 
dustry in the States of limited rainfall—States with an agriculture keyed to irri- 
gated land. The association asserts that, indeed, important supports of the 
economy of the entire West are the civilizations with their towns and cities 
developed as a result of bringing land and water together. Notable illustrations 
are the developments solely based on irrigated agriculture in the valleys of the 
Yellowstone, Imperial, Central Valley, Snake, Yakima, and Platte, where sugar 
beets are a principal crop. 

Furthermore, no argument appears necessary that the entire country is simi- 
larly concerned with prudently exploiting the natural resources of the western 
half of this country, particularly its regenerative resources such as soil and 
water. Testimony to this recognition is demonstrated by repeated appropria- 
tions made by Congress for the construction of irrigation projects since the 
passage of the original act in 1902. The National Reclamation Association’s 
interest in the beet crop is thus related to our concern for the welfare of in- 
dividual projects, the Western States, and the Nation. 

In connection with pending sugar legislation, the attention of the committee 
is called to the fact that it has not been easy to direct the production program 
of irrigation projects to the food and fiber requirements of the adjacent west- 
ern country and in addition supplement the requirements of eastern population 
centers with specialty farm products and the out-of-season fresh fruits and vege- 
tables. Under the high overhead costs of farming under irrigation and distance 
to final market, it is bad farming practice and faulty economics to produce com- 
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modities belond local requirements which can be grown more cheaply and of 
equal quality in the humid, natural rainfall country in closer proximity to the 
heavy population centers of the industrial Midwest and East. The sugar beet 
crop which now provides Federal irrigation project farmers with about 20 per- 
cent of their cash income from crops is of great importance in this connection. 

It is desirable to impress the committee with the particularly perplexing prob- 
lems in crop selection on projects in northern latitudes and those at high eleva- 
tion where the severity of the winters or the short duration of the frost-free 
season in the summer months eliminate many of the fruits, vegetables, and 
specialty crops of high acre value. On such projects the integration into regu- 
lar farm management practices of nonsurplus, high-acre value crops is diffi- 
cult and limited to a narrow category. 

For these reasons there has been a migration of the sugar beet industry to 
irrigated projects located in the northern plains, the Pacific Northwest, and 
at high elevations in the intermountain country. There the beet sugar industry 
is now well and substantially rooted and there is urgent need for its expansion. 
Expensive beet sugar processing plants have been established. Growers have 
equipped themselves with machinery and have mastered the techniques of 
efficient production of beets. There the byproducts of the industry, tops, pulp, 
and molasses, are being utilized as a feed supply for finishing livestock or 
maintaining range breeding herds through the winter. It is estimated that the 
value, for livestock feed, of tops and pulp from an acre of beets is equal to a 
ton of alfalfa hay and about three-quarters of a ton of barley, with a current 
value of $56. Beets constitute the important intertilled row crop in the irriga- 
tion farmers’ rotation on most projects so located. The beet crop functions in 
the rotation in such areas in the same manner as the corn or soybean crop on 
the farms of the Ohio and the upper Mississippi River Valleys. 

The recent curtailment of the acreage of sugar beets as a result of the low 
fixed quota in the 1948 act and which will be continued and be increased, unless 
there are immediate changes in the present act, has been a crippling blow to the 
income from farms on these projects. In many individual cases, it has operated 
to jeopardize the contract provisions of existing repayment contracts. On the 
lower Yellowstone project in Montana, beets bring in 59.17 percent of the 
income from crops and on the North Platte project in Nebraska 37.1 percent. 
Irrigation farmers, without a satisfactory alternative crop, and by force of 
circumstance, are compelled to turn to far less desirable, less profitable cereal 
crops, the markets for which are already glutted but over which there are 
presently no acreage controls. 

A similar situation confronts the settlers on projects recently completed or 
in the process of completion. Payout schedules under Government contract in 
many cases were calculated on the basis of the immediate returns from the sugar 
beet crop which it was planned to incorporate into their cropping program in the 
early development years. This association believes that local, regional, and 
national interest in the welfare and solvency of western irrigation projects will 
be highly influenced by the action which Congress takes with respect to this 
legislation. 

Your attention is called to the fact that agricultural leaders have repeatedly 
urged the rechanneling of production on farms. They have recommended 
shifts out of surplus crops and into those which are in short supply. Here is 
a situation tailor made for putting this principle into practice, if only the growth 
factor in the domestic market, taken away under the terms of the present act 
in 1948, is returned to them. 

American farmers on western irrigation projects find themselves unable to 
rationalize, even though conscious of the desirability of friendly relations with 
foreign countries, a law which gives them a steadily declining percentage of their 
country’s own market at a time when the overall picture in agriculture is one of 
overproduction. They and this association find no precedent for such a policy 
as applied to any other staple food product. This association questions the 
wisdom of a policy which makes the American sugar consumer increasingly 
dependent on an offshore foreign country for an ever higher and higher per- 
centage of an essential article of diet, which appears on the American table three 
times daily, with two coffee breaks thrown in for good measure—365 days a 
year. 

The association is concerned as to this country’s sugar supply in case of another 
world war, a major political upheaval, or a severe disease or insect epidemic 
in present offshore foreign supplying areas. They assert that a standby produc- 
tion of sugar from a geographically wide dissemination of beet and cane sugar 
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areas within the continental limits of this country is, in a world of unrest, just 
good horsesense economic policy. 

Irrigation sugar beet farmers whom this association represents have read the 
literature which extolHs the benefits to American industry and agriculture from 
sending dollars, which could be theirs, to a foreign country as a stimulant to 
exports. It leaves them cold. They fail to see why a dollar of purchasing 
power subtracted from their income is of greater benefit to American industry 
in the pocketbooks of people in a foreign country. Does foreign policy now 
extend to the impoverishment of American farmers in order to create mythical 
customers in foreign countries? This association joins with farmers in asking 
whether the revolutions of a dollar in the channels of trade and commerce in a 
foreign country actually do stimulate more industrial activity in this country 
than were it put into circulation in Billings, Mont.; Boise, Idaho; or Greeley, 
Colo. It is our belief that the argument is tenable only if farmers now pro- 
ducing beets could include other crops equally as profitable, producing equally 
as high revenue per acre, and generating comparable industrial and business 
opportunities in the local community. There is at present no other crop of this 
character which can be substituted for sugar beets. The association challenges 
the opponents of this legislation to name a crop that can be so substituted. 

The legislation now under consideration by the committee will barely suffice 
to provide a sugar sales quota for the acreage of beets grown in 1953 and 1954, 
and that only after the lapse of several years. No quota is provided for addi- 
tional beet sugar acreage on projects now under construction such as the Co- 
lumbia Basin. While the association feels this is a mistake which may demand 
correction by the Congress before this proposed act expires, it nevertheless sup- 
ports the present bill on the representation that it is all that can be accom- 
plished at this time in curing current inequities. The association does strongly 
support the proposition that new demands for sugar arising from population 
increases belong to the American farmer first and to foreign countries only to 
the extent that such demands cannot be filled by the American farmer. 


Mr. Poace. May I ask Mr. Haw a question on that because it recurs 
all the time. 

You suggest as I understand a long-term extension of this bill. And 
in almost the same breath, you tell us that in all probability, you will 
be back here in a very short time asking that that long-term extension 
be changed. 

It seems to me quite clear that regardless of whether you agree that 
this is a legally binding commitment that creates any kind of con- 
tractual or moral or other obligation, that as a practical matter we do 

lace ourselves in at least an embarrassing position to extend these 
ai for a long projection out into the future and then run in before 
that period is ended and ask that the law be completely rewritten. 

Why don’t you limit the extension of the application of this bill to 
about 3 years instead of asking for a 6-year term knowing full well 
that you are not going to live up to it during the 6 years. 

Mr. Haw. My only answer to that, Mr. Poage, is that those who 
are in a better position than I am to estimate the probable period of 
time that will elapse before modification is again necessary have so 
written into the bill and I am not proposing to question their judg- 
ment. 

Mr. Poace. I understood your testimony to be that you thought 
there was probably need for revision right now. 

Mr. Haw. No. 

Mr. Poace. You also said this was not going to take care of the 
people in the Red River Valley or in the Columbia River Valley. 
Obviously they ought to be taken care of. I would assume if that 
is right, then there needs to be revision right now. 

Mr. Haw. Well, there are those in this room who believe that that is 
probably true. However, as a practical matter those who are in bet- 


ter position to know than I am 
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Mr. Poace. You say you could not get it this year but if you get 
everything you want except that this year, then you will be able to 
start from another step next year and be able to get it and have it 
amended. To me it is sort of unfair to Congress ‘and I think very 
unfair to producers, maybe just the foreign producers. It is unfair 
to them to say that you are doing this thing for a 6-year period unless 
we sincerely believe that we are not going to come back during that 
6-year period. 

All I am trying to say is that it seems to me quite clear from your 
statement that you had in mind coming back here long before the 
6-year period is up. 

‘Mr. Haw. That is highly probable. I am sure, speaking for the 
association that Mr. Bailie and I represent, that we would welcome the 
committee making the percentages for domestic beets and canes higher 
than is written into the bill, if “that is written into the bill, if that is 
the committee’s judgment as ‘to the most expeditious thing to do. 

The Cuarrman. We thank you for your statement, Mr. Haw. 

Mr. Bailie, do you desire to make a statement ? 


STATEMENT OF LOEN L. BAILIE, MESA, WASH. 


Mr. Battie. Mr. Chairman, I can’t refrain from asking you just to 
clear up perhaps the question that was raised by Mr. Poage i in my mind 
if I would like for this committee to consider very ser iously an amend- 
ment to this bill to open the door for at least some new growers to 
some extent because I know before any 6-year period is up, there will 
be agitation from new growers for some consideration. I would like 
to make that a part of the record, 

The Cuarrman. I thank you for that observation. 

It occurred to me that you and your associates, while you are here in 
Washington, might discuss that matter with the officials in the De- 
partment of Agriculture, particularly those responsible for this pro- 
gram. Iam not aware of any recommendation which has been sub- 
mitted to this committee by the Department to increase this allowance 
for new growers. 

If new growers are to come into this program, we have been told 
here today that 1 percent of the State ieee is not adequate and 
Iam willing to accept that as accurate. 

I think it would be well, while you are here, to confer with the of- 
ficials of the Department and I am sure this committee will give con- 
sideration to the advisability of providing different formulas for new 
growers. 

Mr. Bairte. We will be glad to do that. 

(The document referred to is as follows: ) 


STATEMENT oF Loen L. Barr, of Mesa, WAsH. 


I am Loen L. Bailie, of Mesa, Wash., a farmer living in the Columbia Basin 
project in the State of Washington. I am also president of the Washington 
State Reclamation Association I am appearing as a member of the sugar 
legislative committee of the National Reclamation Association. The National 
Reclamation Association has studied the domestic sugar industry in some detail 
and is wholeheartedly in favor of an amendment to the existing act provided 
it embodies a fair share of the growth formula to our established growers, 
hew reclamation areas having recently received water and established schedules 
for potential irrigation. These areas are predominantly settled and owned by 
veterans who are investing all of their life savings and have also extended 
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their obligations to private and public credit sources. Their success depends 
upon a practical and realistic payout program based upon a modern accepted 
agricultural rotation practice growing cash crops, legumes, and livestock, 
Presently these cash crops consist of beans, peas, corn, potatoes, other vege. 
tables, and small grains which at times are or easily may become suprlus 
commodities. Many of these crops do not fit completely into the rotation of q 
successful livestock program. Sugar beets, the only fully protected commodity, 
do tit into this program, being an excellent cash crop; also the byproducts and 
beet tops are an important phase of livestock feeding and supply necessary 
feed formula ingredients for dairy and livestock production. 

It is recognized that, at the present time, these veterans are denied the 
privilege of ever sharing in the production of sugar beets. This seems to be a 
sacred privilege predominantly enjoyed by foreign producers. 

During the wars our young American men did not have time to grow sugar 
beets and establish a production base, because they were fighting and dying 
for the cause of world freedom. It was during the war years that offshore 
producers were given an opportunity to supply additional sugar, affording them 
very lucrative returns. 

This business was of substantial proportions and created an economic situation 
favorable to foreign producers. When our boys returned from the battlefields 
it was their expectation that they would be allowed to participate in all the 
rights and privileges for which they had made such great sacrifices. Is it not 
imperative that consideration be given to allowing these veterans to grow a 
cash crop which will help provide for their economic security? 

Our international agreements and contracts are and should be adhered to 
until amended. The Sugar Act was amended in 1948 and is due to expire in 
December of 1956. The provisions of this contract have given Cuba a market for 
the majority of our domestic consumption, including 96 percent of the increased 
consumption since 1948 above our fixed quota, resulting from our population 
growth, thus fulfilling the intent and purpose of the amended act. The present 
attained allocation to Cuba need not be disturbed. Our United States popula- 
tion is increasing at the rate of 2,800,000 people per year, and our sugar con- 
sumption is increasing by approximately 135,000 short tons of refined sugar 
yearly. In fairness to our established domestic beet and cane growers and to 
our potential growers on new irrigation projects, I plead that sufficient alloca- 
tion of the future increased United States consumption of sugar, to the extent 
of our reasonable potential production capacity, be given to our own citizens, 
We would be taking nothing from Cuba which they now enjoy but we would, 
in a measure, be taking care of our own veterans who so nobly sacrificed without 
reservation to insure world freedom. 

It is our understanding that Cuba is presently operating with unrestricted 
production, as evidenced by their selling sugar on the world market at a price 
of 31% cents per pound as compared to their United States quota allotment price 
of approximately 6 cents per pound. At the same time, American growers are 
operating under restricted allotments and, in the case of potential growers on 
new project, small quotas or no sugar-beet allotments at all. 

With the establishment of a domestic sugar production a sound economy will 
be developed. American beet production is a highly mechanized operation and 
the sale of beet-farming equipment and allied machinery has and will increase 
greatly. A general improvement in the economy of our farmer will enable them 
to establish and broaden the markets for consumer goods most of which are 
manufactured in the eastern part of the United States. 

The 17 Western States form an important segment of the economy of our 
country and is a most vital factor in providing the food supply of the Nation. 
As United States citizens we ask that we be allowed to share proportionately, on 
a sound economic basis, in the privileges to which we are entitled. 

In carrying out that portion of resolution No. 15 dealing with new potential 
beet-grower legislation, passed at the 1954 annual convention of the National 
Reclamation Association, the association will wholeheartedly support an amend- 
ment to the Sugar Act provided it embodies a fair share of the growth formula 
to our established growers, plus a definite base acreage and growth formula 
applicable to new irrigation areas and potential sugar-beet producers. 


The Cuatrman. Thank you very much. 


The next witness is Mr. Harvey Pike, of the H. H. Pike Co., of 
New York. 
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I think this is the last witness we have listed for today. Do you 
have a prepared statement ? 

Mr. i Yes, Ihave. I think it will take about 10 minutes. 

The Cuarrman. We shall be glad to hear from you, Mr. Pike. 

Before you start your statement I would like to introduce into the 
record a report from the Department of Agriculture on H. R. 5406. 

(The report referred to is as follows :) 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 23, 1955. 
Hon. Harotp D. Coorey, 
Chairman, Committee on Agriculture, 
House of Representatives. 


Dear CONGRESSMAN CooLey: This is in reply to your request of April 8, 1955, 
for a report on H. R. 5406, a bill to amend and extend Sugar Act of 1948, as 
amended, and for other purposes. 

The bill would become effective for the calendar year 1955 and would extend 
the act through the year 1962. The first section of the bill would increase 
marketing quotas for the domestic areas by 188,000 short tons, raw value, plus 
additional amounts based upon increases in domestic consumption. The appor- 
tionment of the 188,000 tons among the domestic areas would be as follows: 
Domestie beet sugar, 85,000; mainland canesugar, 80,000; Hawaii, none; Puerto 
Rico, 20,000; Virgin Islands, 3,000. Additional amounts based on 55 percent 
of domestic consumption in excess of 8,388,000 tons would be prorated among 
the domestic areas on the basis of their revised fixed quotas. These additional 
amounts would be based on the determination of consumption requirements in 
1955, but in subsequent years would be based on actual sugar consumption during 
the 12-month period ending the preceding October 31. Section 2 of the bill 
provides that any deficit in that part of a domestic sugar-producing area’s quota 
resulting from future increases in consumption would be prorated to other do- 
mestic areas unless no such area could fill such deficit in which case it would 
be prorated to Cuba. Section 3 of the bill would increase the portion of the 
quotas of domestic offshore areas which may be filled with direct-consump- 
tion sugar in the proportion that the full quotas exceed the revised minimum 
quotas for such areas. Section 4 of the bill would extend the authority of the 
Secretary under the act to December 31, 1962, and section 5 would extend the 
termination date of taxes on sugar under the Internal Revenue Code to June 
30, 1963. 

The Sugar Act is generally recognized as successful farm legislation. Since 
the present act expires at the end of 1956, it seems desirable that the act be 
extended this year in order that growers and others affected by the legislation 
may have needed lead time for planning their operations. 

Additional Sugar Act payments required by the bill because of the increases in 
fixed quotas of domestic areas would amount to approximately $2,800,000 per 
year. Increases in payments because of additional quota increases would ap- 
proximate $1 million for each 125,000 tons in sugar consumption in excess of 
8,388,000 tons. It is estimated that an additional $80,000 to $100,000 per year 
would be required for administrative expenses as a result of the larger domestic 
production. 

The Department recommends that the act be extended to December 31, 1962, 
but that the amendment become effective January 1, 1956, rather than for the 
calendar year 1955. Because of the lateness with which enactment would occur, 
we do not believe it is advisable to make the quota revisions retroactive to 
January 1, 1955. Although previous sugar acts and their extensions have never 
assured foreign countries that quotas would continue in effect throughout the 
stated duration of the legislation, nevertheless, quotas for foreign countries 
have never been altered through legislation during the year of enactment nor 
has any previous extension of the act been made retroactive. 

The Department further recommends that fixed quantities not be added to the 
basie quotas for the domestic areas as proposed in paragraph (1), subsection 
202 (a) of the bill, but in lieu of the quota increases provided in the bill 
that the quotas for domestic areas be increased by an amount equal to 55 
percent of the quantity by which the estimate of consumption requirements ex- 
ceeds 8,350,000 tons. When'the Sugar Act of 1948 was enacted, domestic areas 
were assigned fixed rather than the percentage quotas they had received under 
earlier sugar legislation. This was done mainly to aid Cuba in making the 
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transition from wartime to peacetime conditions. Then, as now, fixed quotas 
for the domestic areas were regarded as temporary rather than as permanent, 
It appears clear that the time has now come for the domestic areas to resume 
their privilege of sharing in the expanding sugar market in line with their his- 
toric participation. Requests for larger quotas for the mainland areas reflect 
the fact that both acreage and marketing restrictions are in effect in those 
areas. Farmers wish to increase their production of sugarcane and of sugar 
beets particularly in new areas. In both mainland areas, new varieties and 
improved production practices, accompanied in the mainland cane area by un- 
usually favorable weather conditions, have increased production to levels well 
above the present marketing quotas. Inventories in the mainland cane area are 
about a quarter million tons above the customary level and in the mainland 
beet area are somewhat above normal. In Puerto Rico restrictions have held 
production to approximately the quota level. In Hawaii production is also 
at the quota level. Neither area has abnormal inventories at present. Produc- 
tion in the Virgin Islands is below the quota level. 

In view of the present situation in the domestic areas, their participation in 
market growth at the rate of 55 percent of our total sugar requirements appears 
to be fully justified. However, the provision of the bill which would increase 
the quotas of all domestic areas, except Hawaii, by fixed amounts would have 
the effect of making their share of total quotas as large as it would have 
been if they had resumed participation in increased marketings several years 
ago Rather than make the domestic areas’ increase of a retroactive nature we 
recommend that their quotas beginning in 1956 be increased by 55 percent of 
total quotas in excess of 8,350,000 tons, raw value. A system of priorities 
would be advisable so as to give increases resulting from growth in consump- 
tion first to the mainland areas which have the largest stocks. Further, to 
he]p alleviate immediate problems, the Government also will provide relief 
tc the extent of 100,000 tons of sugar during 1955. The details of this special 
program have yet to be worked out. 

The Department further recommends that increases in marketing quotas 
for the domestic areas for 1956 and subsequent years be calculated from the 
determination of consumer requirements in effect for such years, as is pro- 
posed in the bill for 1955. This would tend to make changes in marketings 
of domestic sugar coincide with changes in domestic demand rather than with 
demand of the previous year. Administratively the proposal in the bill for 
basing the market quotas in any calendar year on “actual consumption for the 
preceding 12 months ending October 31,” presents serious difficulties. First, a 
definition would be needed for the term “actual sugar consumption.” Second, 
data do not exist for making a dependable computation under any customary 
definition of the term “actual consumption.” The Department of Agriculture 
compiles and publishes monthly data on sugar distribution by primary dis- 
tributors, that is, refiners, beet processors, and importers. Since the supplies 
of sugar in trade channels vary greatly, the Department has attempted to 
obtain statistics on so-called invisible stocks, that is, stocks held by wholesalers, 
retailers, and industrial users. For a number of years efforts were made by the 
Department to obtain such information through questionnaires. In recent years 
information has been obtained through surveys made for the Department of 
Agriculture by the Bureau of the Census. Currently reports are obtained 
frum the Bureau of the Census on invisible stocks as of the end of each year. 
These figures are more comprehensive and undoubtedly are more accurate than 
the earlier questionnaire data, but they still cannot be used additively with 
our primary distribution data to arrive at the sum total of sugar used in manu- 
facture or purchased by householders and institutions. Even though the surveys 
might be made as of October 31 rather than December 31, it is doubtful that 
the information would become available before January 1 and certainly it 
would not become available in time for the analysis and appraisal that would 
be desirable if it were to be used in the establishment of marketing quotas. 
Moreover, supplies of sugar held by householders also vary greatly as du supplies 
of sugar-containing products, such as canned friuts. It is impossible to de- 
termine with accuracy the quantity of sugar eaten in any particular 12-month 
period. 

The basing of domestic marketing quotas for a given year upon estimated ac- 
tual consumption during the 12 months ending on October 31 preceding the 
beginning of such calendar year would have a number of effects. In practice, 
any estimate of actual sugar consumption during a period of 12 months ending 
October 31 probably would reflect a considerable part any changes in inventories 
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that might have accrued during such 12-month period. The experience of 1950 
and 1951 demonstrates the importance of this problem. In 1950 a hoarding move- 
ment developed which caused distribution to increase 700,000 tons. The following 
vear it fell by more than one-half million tons. If the formula proposed in the 
pill for 1956 and following years had been in effect in the past, it would have 
failed to release additional domestic supplies in 1950 when demand rose but 
it would have thrown additional domestic supplies on the market in 1951 after 
demand had fallen off. 

The Department is in agreement with section 2 of the bill which provides that 
any deficit in that part of a domestic area’s quota resulting from future increases 
in domestic requirements above 8,350,000 tons would be prorated to other do- 
mestie areas unless no such area could fill such deficit, in which case it would 
be prorated to Cuba. Deficits arising from the fixed quotas presently estab- 
lished in the act for domestic areas would continue to be prorated to other do- 
mestie areas and Cuba on the basis of the quotas in effect at the time of proration. 

The Department is in agreement with sections 4 and 5 of the bill extending 
the life of the legislation and has no recommendation with respect to section 3 
changing the limitations applicable to direct-consumption sugar from offshore 
domesti¢e areas. 

In addition to the provisions of H. R. 5406, the Department recommends that 
the committee consider certain definitions, administrative provisions, and re- 
lated problems that need review. For convenience, our recommenadtions with 
respect to these are set forth separately in the attached statement. 

Your committee will also wish to consider the division of future increases 
in domestic import requirements between Cuba and the full-duty countries. 
Information and suggestions on this problem will be available for presentation 
at the hearings. 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 


RECOMMENDATIONS OF THE DEPARTMENT OF AGRICULTURE WITH RESPECT TO 
DEFINITIONS AND ADMINISTRATIVE PROVISIONS OF THE SuGAR ACT 


We wish to bring to the attention of Congress a number of problems that 
have arisen in connection with the definitions and administrative provisions of 
the Sugar Act. In some cases revisions of the act are needed. In others they 
would be desirable. Also it has been necessary to make administrative decisions 
in accordance with the obvious purposes of the act on matters for which detailed 
procedures have not been spelled out. We should appreciate specific instructions 
on these matters, but in any event we wish to call such administrative actions 
to the attention of Congress for consideration and comment. 

Most of the matters considered under this heading have heen reviewed with 
members of the industry and a number of them have been reviewed in publica- 
tions. In September 1954 a meeting was held with representatives of processors, 
refiners, and industrial users to discuss problems stemming from definitions. 
Following that meeting an industry task force was appointed to consider these 
problems. The task force report was submitted in April 1955. However, it 
contained divergent views and was disclaimed by several of its members. There- 
fore, it is not possible to base recommendations on some points upon a generally 
accepted industry position. Nevertheless, the composite views of industry as 
reflected in the task force report and in a report of representatives of the beet 
and mainland cane areas and Hawaii, and other such expressions and facts 
have been considered in arriving at the following suggestions and recommen- 
dations. 

Suear Act DEFINITIONS 


Raw and direct-consumption sugars 


Congress has successively enacted legislation containing limitations on the 
portions of foreign and offshore quotas that may be filled with direct-consumption 
sugar. Clearly it has done this to protect mainland refiners. The Sugar Act has 
been administered in accordance with the evident intent of Congress and no 
recommendation is made herein as to the volume of direct-consumption sugar 
to be received from offshore areas. The administration of these provisions has 
become increasingly difficult in the past 2 years and throughout the administra- 
tion of this legislation has required administrative actions based upon the evident 
intent of Congress. 
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The problem of differentiating between raw sugar to be used for refining and 
sugar to be consumed without refining has always been difficult. Little difficulty 
arose with respect to typical raw sugar used for refining or typical refined sugar 
used for direct consumption. At all times, however, some quantities of raw 
sugar have been used without refining, as in the tobacco and meat curing indus- 
tries. Moreover, in addition to refined sugar there are semirefined types that are 
characteristically used for direct-consumption purposes. 

Throughout the administration of the Sugar Act the Department has held that 
refined and semirefined sugars, such as turbinados, plantation granulated, plan- 
tation white, crystal sugar, and sugars of similar qualities are direct-consump- 
tion sugars and should be charged to the direct-consumption portions of quotas 
even though they are received by refiners for further processing. Therefore, it 
has been necessary throughout the administration of our special sugar legisla- 
tion to recognize that some sugars are of typically direct-consumption quality 
and that minor transformation of such sugars would not constitute “further 
refining or improvement in quality.” This involves a quality criterion in addi- 
tion to the use criterion. 

At the time the Jones-Costigan Sugar Act was written in 1934, the average 
polarization of all raw sugar imports was 96.8°. No premium was paid under 
the standard purchase contract for raw sugars polarizing above 98° and only 
about 5 percent of our imports at that time exceeded that polarization. 

Because of technological changes in raw-sugar production, in transportation, 
and in refining, the polarization of raw sugar has risen. In the past 2 years 
an increasing number of special contracts have been written providing for pre- 
miums on sugar polarizing above 98°. In 1954 the average polarization of all 
imports of raw sugar was 97.5° and 17 percent of the sugar polarized above 98°. 

To demonstrate the growing demand for high-polarizing sugar, the Department 
has been urged by some refiners to permit them to import partially refined 
sugar, fully refined sugar, and sugar polarizing 100° as raw sugar on the basis 
that sugar would be “further refined or improved in quality.” Although the 
administrative actions in denying such requests have been consistent with the 
actions taken from the outset of Sugar Act administration, the renewed vigor 
of the demands merits congressional attention. 

We asked the task force to consider the problem and submit suggestions for 
improvements in the definitions. There was general agreement that the phrase 
“to be further refined or improved in quality” should mean subjection to the 
processes of (1) affination or defecation, (2) clarification, and (3) further 
purification by adsorption or crystallization substantially to the degree hereto- 
fore generally practiced in the continental United States. Some refiners believe 
that such a definition would be sufficient but others believe there should also be 
a limitation on the polarization of sugar to be used by refiners and charged 
against the raw portions of quotas. The largest refiners (all of whom use the 
bone char process) favor an upper limitation of 98.5° for raw sugar, while some 
refiners prefer 98.8° and others prefer 99°. Some who expressed opposition to 
any upper limitation have also indicated that they would be agreeable to a 
relatively high one. Some who expressed a desire for an upper limitation of 
98.8° or 99° indicated that they would be satisfied with an upper limit high 
enough to permit them to obtain 98.5° sugar with safety. 

It seems clear that the distinction between raw and direct-consumption sugar 
for quota-control purposes must continue to be based on the quality of sugar 
used as well as the use of processes to which the sugar is subjected. The ob- 
jective should not be to prevent technological advances but to prevent the giving 
of advantages to some that could not be exercised by others. 


Liquid sugar 

In 1951 when sugar legislation was last before Congress, consideration was 
given to the definition of liquid sugar. . That definition is not at issue at this time. 
However, the quota status of offshore domestic liquid sugar is at issue. Frankly, 
the Sugar Act appears not to address itself to the problem of offshore domestic 
liquid sugar. Therefore, administrative decisions and actions have followed what 
appeared to be the intent of Congress rather than the literal wording of the act. 
Administratively the present position is untenable. 

As a basis for understanding the current legislative situation with respect to 
liquid sugar from offshore domestic areas and the problem with which we are 
dealing, it is worthwhile to review the history of imports of liquid sugar. 

Imports of liquid sugar started in volume in the late 1920's because of tariff 
differentials. Dry crystalline sugar is treated under paragraph 501 of the Tariff 
Act and the types of liquid sugar which are currently imported are treated under 





ed ie i le ol a | 





AMENDMENTS TO SUGAR ACT OF 1948 233 


paragraph 502 which was designed primarily to deal with molasses. Under the 
Tariff Act of 1922 the rate on Cuban liquid sugar was 1.20 cents per pound of 
sugar content lower than the rate on dry sugar. Under the Tariff Act of 1930 
this differential was increased to 1.41 cents per pound of sugar content. In other 
words, under the Tariff Act of 1930, when the rate on dry crystalline sugar from 
Cuba was 2.12 cents per pound, the rate on liquid sugar was 0.71 cent per pound 
of sugar content. These differences are based on 1 pound of 100° dry sugar and 
1 pound of sugar contained in liquid sugar of 75 percent total sugar content. 
Needless to say, such differentials put tremendous premiums on the importation 
of sugar in liquid form. 

Under various trade agreements the rates have now been reduced to 0.53 cent 
per pound of 100° dry crystalline sugar from Cuba and to the equivalent of 
approximately 0.36 cent per pound of sugar contained in 75 percent liquid sugar. 
Nevertheless, a differential of 0.17 cent per pound or over $3 per ton of sugar 
content remains in effect. 

Imports of liquid sugar under the liquid sugar quotas in the Sugar Act are 
equivalent to approximately 40,000 tons of dry sugar per year. Therefore, a $3 
per ton lower rate on liquid sugar constitutes a gratuity of $120,000 per year to 
those individuals who import foreign liquid sugar. It should be pointed out in 
fairness to those importers that in their discussions with the Department they 
have not argued for the retention of this differential. 

There can be no justification for putting a tariff on sugar in liquid form at 
a different rate from that established on sugar in dry crystalline form. If the 
tariff rates on dry crystalline and liquid sugar had been equalized under the 
Tariff Acts of 1922 and 1930, no problem would have been created by the im- 
portation of foreign liquid sugar. If, in 1934, at the time the Jones-Costigan 
Sugar Act went into effect, the tariff rates had been equalized, dry crystalline 
and liquid sugar could have been treated together under quotas. Even today 
in the interest of good government and fair business competition the tariff rates 
on dry crystalline sugar and liquid sugar should be equalized. 

Instead of dealing with the tariff differential between dry crystalline and liquid 
sugar and thus eliminating the problem, the tariff differential has been per- 
mitted to stand, except as moderated from time to time by trade agreements. 
The resulting import problem has been handled through an additional set of im- 
port quotas under the Sugar Act. 

Under the Jones-Costigan Act, the Secretary of Agriculture issued a series of 
general sirup regulations under which import quotas were established on liquid 
sugar from foreign countries. In the Sugar Act of 1937, liquid sugar was de- 
fined and the quota controls were continued on imports of liquid sugar from 
foreign countries. No important change in the definition or quotas has been 
made since 1937 except for the small quota provided for the British West Indies, 
effective in 1953, in recognition of a special problem existing with respect to high 
quality Barbados molasses. 

Since tariffs do not apply to receipts of sugar from offshore domestic areas, 
there was no tariff advantage to be gained by bringing in liquid sugar rather 
than dry crystalline sugar from such domestic areas. There appears never to 
have been any imports of liquid sugar from offshore domestic areas. Since there 
were no receipts of liquid sugar from offshore domestic areas, no quotas were 
established. Both the Department in its regulations under the Jones-Costigan 
Act and the Congress under subsequent legislation failed to deal directly with the 
matter of liquid sugar from offshore domestic areas. 

Early in 1953 the Sugar Division of the Department of Agriculture was asked 
whether liquid sugar received from Puerto Rico would be charged to the over- 
all quota or to the direct-consumption portion of the Puerto Rican quota. The 
Sugar Division replied that such liquid sugar would be charged to the overall 
quota and not to the direct-consumption portion thereof. It based its reply 
partly on the fact that direct-consumption sugar is defined in section 101 (e) of 
the act to be sugars “which are principally of crystalline structure.” In part 
the Sugar Division based its reply on the fact that section 210 of the act makes 
no provision for including as direct-consumption sugar liquid sugar entered from 
offshore domestic areas. 

Immediately the Division's attention was called to the fact that in 1940 the 
Department had also been asked about the quota classification of liquid sugar 
from offshore domestic areas. In its reply at that time the Sugar Division had 
stated that the same principle that is applied to crystalline sugar would also 
be applied to liquid sugar ; namely that sugar not to be further refined would be 
classified as direct-consumption sugar and that liquid sugar to be further re- 
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fined would be classified as raw sugar. Certainly the 1940 ruling is consistent 
with the overall purpose and nature of the Sugar Act. Moreover, while the 
1940 ruling was in effect, the Sugar Act had repeatedly been before Congress, 
The 1953 ruling was based on the literal provisions of the act rather than on its 
apparent intent. Accordingly, the Division agreed to reconsider the matter, 
The matter has been held in abeyance until it could be brought to the attention 
of Congress. 

In its effort to establish a basis for developing a recommendation on this point, 
the Department asked that the matter be considered by the industry task force, 
The task force was not able to agree. The mainland refiners opposed any re- 
ceipts of liquid sugar from offshore domestic areas. The Puerto Rican repre- 
sentatives on the task force opposed any change in the present legislation in this 
regard. They also argued that the issue is not important at present since no 
one is now undertaking to enter liquid sugar from offshore domestic areas or to 
manufacture liquid sugar for such entry. The Department does not wish to sup- 
port either of these positions. 

In presenting its recommendation with respect to the treatment of liquid 
sugar from offshore domestic areas, the Department wishes to be emphatic that 
it is taking no position with respect to the size of the direct-consumption portion 
of the quotas for offshore domestic areas. Whether the direct-consumption por- 
tion of those quotas should be increased or decreased or left unchanged is for 
Congress to decide. With equal emphasis we wish to point out, however, that 
there appears to be no justification whatsoever for treating liquid sugar dif- 
ferently from dry crystalline sugar. It would seem utterly fallacious to create 
a situation through differences in quota treatment for dry and liquid sugar from 
offshore domestic areas that would be analogous to the problem created by tariff 
differentials between dry crystalline and liquid sugar from foreign countries, 
Regardless of the size of the total quotas and of the direct-consumption portions 
thereof, it would seem essential from the standpoint of sound legislation and ad- 
ministration that sugar in both its dry and liquid forms be treated alike. 

Both the legislation and the administrative rulings make it clear that liquid 
sugar of raw quality entered from offshore domestic areas for refining must be 
charged to the overall quotas. The only point at issue is whether the direct- 
consumption sugar limitations should apply to refined liquid sugar as well as to 
refined dry sugar from such areas, 


SUGAR ACT ADMINISTRATIVE PROVISIONS 


In addition to the foregoing matters which are related to the definitions in 
title I of the act, there are five other situations closely concerned with the ad- 
ministration of the act which we believe should be brought to the Congress’ 
attention. 


Stock ownership and speculation prohibited 


Section 407 provides that “No person shall, while acting in any official 
eapacity in the administration of this act invest or speculate in sugar or liquid 
sugar, contracts relating thereto, or the stock or membership interests of any 
association or corporation engaged in the production or manufacturing of sugar 
or liquid sugar. Any person violating this section shall, upon conviction thereof, 
be fined not more than $10,000 or imprisoned not more than 2 years, or both.” 

This provision in principle is consistent with sound and unbiased adminis- 
tration. Its application to officials who have knowledge that would aid them 
in investing or speculating in sugar is essential to successful administration of 
the act. Until recently the provision had always been regarded as applying 
to Washington officials only because the work in field offices and other agencies 
used pursuant to section 305 is devoid of advance market information. 

Late in 1953, however, the Comptroller General of the United States called 
the Department’s attention to the possibility that section 407 also applies to 
State, county, and community officials and employees. The Department re- 
ferred this matter to its General Counsel and was informally advised that the 
prohibition of section 407 applies to any person who acts in any official capacity 
in the administration of the Sugar Act. In conformity with this ruling, State 
ASC offices have been instructed to inform all candidates for county and com- 
munity committeemen of the provisions of section 407. In addition, the eligi- 
bility requirements governing ASC State, county, and community committeemen 
and State and county office employees have been amended, and all other steps 
to conform to the ruling are being taken. 
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The work of field offices and other agencies used pursuant to section 305 to 
earry out nonpolicy functions is devoid of advance market information which 
could be used for personal gain. Sugar is the only program for which the 
Department is so limited in its selection of persons best qualified to serve in 
ASC field offices. Consequently, section 407 hinders the Department’s efforts 
in some areas to obtain maximum efficiency in field administration not only 
of the Sugar Act but of other programs as well. This is particularly true in 
certain sugar areas where farmers who are members of sugar-processing coop- 
eratives are ineligible to serve or be employed by ASC committees. 


International Sugar Agreement 


The President, with the advice and consent of the Senate, ratified the 
International Sugar Agreement on April 29, 1954. Under the terms of article 7 
of the agreement, each participant agrees to import no more sugar from non- 
participating countries as a group than it imported from such countries in 
any of the years 1951 to 1953. 

Since quotas to foreign countries are not allotted under the Sugar Act of 
1948, as amended, on the bases of the formula of the International Sugar 
Agreement, the United States was in slight violation last year of the provision 
of the agreement relating to the importation of sugar from foreign countries 
not participating in the agreement. While the violation involved less than 
200 tons of sugar it is desirable that the agreement be implemented so that 
possibly larger violations will not occur in the future. 

The International Sugar Agreement and the obligations. which the United 
States assumed under the agreement do not affect quotas of the domestic areas. 
Neither do they adversely affect the quotas of foreign countries which partici- 
pate in the agreement. Only quotas of nonparticipating countries would be 
adversely affected. 


Import compensating tag 


Section 212 of the act exempts from quota control any sugar, or liquid sugar, 
which is used for livestock feed or for the distillation of alcohol. However, tax 
exemption under the Internal Revenne Code is only partially consistent with 
the quota exemption provided in section 212. The processing tax on sugar 
manufactured in the United States is refundable if the sugar is used for 
livestock feed or the distillation of alcohol, but the import compensating tax 
on sugar manufactured outside the United States is not refundable even thoug 
the offshore sugar is used for the same purpose. 

Until recently practically all sugar used for alcohol and livestock feed was 
in the form of molasses, either blackstrap or high test. Within the past 2 years, 
however, a Significant trade has developed in dry sugar for livestock feed. 
Nearly 10,000 tons were imported for this purpose in the year 1954 and 
approximately the same quantity in the first quarter of 1955. MRefiners have 
imported nearly 90 percent of such sugar during both periods. 

Sugar produced from domestically grown sugar beets or sugarcane is rarely 
used for alcohol or livestock-feed purposes since the exemption from quota 
control under section 212 of the Sugar Act makes lower priced world market 
sugar available for such use. The fact that the tax imposed under section 4501 
(a) of the Internal Revenue Code is refundable while that imposed under 
section 4501 (b) is not refundable, provides a half cent per pound advantage 
with respect to all sugar used for alcohol or livestock feed to sugar refiners or 
others subject to the manufacturing tax as compared to all other persons who 
import sugar and are subject to the import compensating tax. In accordance 
with sections 4501 and 4502 (1) of the code, this is true whether the manu- 
facturer actually refines or improves the quality of offshore sugar or not 
provided he had intended to do so at the-time he entered the sugar. 

The tax treatment is inconsistent in itself and it is inconsistent with the 
principles established under the quota-exemption provision of section 212. 


Internal Revenue Code definitions 


Section 4502 of Chapter 37, Subchapter A of the Internal Revenue Code of 1954 
defines various terms used in connection with those provisions of the code relating 
to sugar. Part 4 of that section defines the term “total sugars” and specifies the 
methods for determining total sugars contained in any grade or type of manu- 
factured sugar. 

The definition of total sugars contains the parenthetical word “‘Clerget” which 
refers to a method for determining the sucrose content of sugar and has no 
bearing on the meaning of the term “sucrose.” Its inclusion, however, does make 
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mandatory that sucrose be determined by the Clerget method which is not the 
most accurate nor the most commonly used method for determining sucrose in 
sugar. Its deletion from the definition would in no way alter the meaning of 
the word “sucrose” but would relieve the Department of the Treasury from 
using an inaccurate and obsolete method for determining sucrose content, 

The methods specified in part 4 of section 4502 are those which were issued 
in Customs Regulations for 1931. These methods were modified in Customs 
Regulations issued in 19837 and were dropped from the regulations altogether 
in the 1943 edition. Consequently, the Department of the Treasury is presently 
restricted to the use of methods issued in the 1931 regulations even though such 
methods since have been improved. 

Sugar Act definition of total sugar content 


Subsection 101 (i) of the Sugar Act defines the term “total sugar content” and 
this definition contains the parenthetical word “Clerget’” as does the Internal 
Revenue Code definition of the term “total sugars.” The inclusion of the word 
“Clerget” in the Sugar Act definition is subject to disadvantages similar to 
those reviewed in the preceding section (Internal Revenue Code definitions). 


STATEMENT OF H. HARVEY PIKE, PRESIDENT OF H. H. PIKE & 
CO., INC., NEW YORK, N. Y. 


Mr. Prxe. My name is H. Harvey Pike. I am an American citizen, 
president of H. H. Pike & Co., Inc., a New York corporation, and 
of H. H. Pike Trading Co., Inc., a Cuban corporation. The parent 
company was founded by my father in 1890. I joined the company 
in 1911, since which time except for 2 years in the Army I have been 
continuously identified with the Cuban trade. 

Also I am presently president of the Cuban Chamber of Commerce 
in the United: States, but I am not speaking for that organization. 
It will be represented by Mr. C. Waller Barrett, its vice president 
and former president. 

Since 1928 H. H. Pike & Co., Inc., have been the sales agents for the 
Hershey Corp. the largest refiner of sugar in Cuba and hence my 
experience in the handling of the importation and sale of refined 
sugar from Cuba into the ‘United States has covered the full period 
of the history of this legislation. 

The term “direct-consumption” sugar was coined for the first sugar 
law, the Jones-Costigan Act of 1934, and continued in all subsequent 
sugar acts. In effect, it classifies under that term all sugar that is 
not sold to a continental sugar refiner for processing. Hence raw 
sugar sold to an industrial user is not raw sugar at all under the act 
but “direct-consumption sugar,” and is charged to the small fixed 
quotas available to offshore refiners. This artificial and unrealistic, 
if not untrue, definition has led and can lead to difficulties and vexa- 
tious and unintended results. 

The test used in the present law to differentiate between “raw sugar” 
and “direct-consumption” sugar is the phrase, “to be further refined 
or (otherwise) improved in quality.” It is important that the sig- 
nificance of this wording be clearly understood, so that any new legis- 
lation will not perpetuate or enact any definition which will arbitrarily 
include sugars in, or exclude them from, one category or another, in 
such a way as to defeat the intent of the legislation, or obstruct the 
normal and desirable technological progress of the industry. 

As revised in the committee print of June 22, I see danger signals 
in the proposed definitions of “raw sugar,” “direct-consumption” 
sugar: and “to be further refined and improved in quality.” I think 
it far better to leave well enough alone than to put in changes which 
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may badly hurt several progressive sectors of our industry and 
possibly defeat some of the purposes of the act. 

Section 212 of the present law excludes from quota control sugar or 
liquid sugar for livestock feed and distillation of alcohol. It is quite 
probable that in the not-distant future the outlet for low order non- 
food uses may expand to include the use of sugar in the manufacture 
of such products as detergents, plastics, insecticides, and various chem- 
ical compounds. As such new uses develop, it may be necessary to 
provide additional exemption from quotas for such new low order uses. 
Provision should be made, or adequate powers be given, now, so as to 
handle these expected developments in an orderly and fair manner. 
If new important technological uses are discovered for sugar the best 
use of them should not be hindered by this sugar legislation. 

Such uses should be freed from this bill which from its inception 
contemplated control of sugar for human food use only. 

Under the present law, the offshore areas are treated differently 
as among themselves. The Virgin Islands have no direct-consumption 
quota whatsoever. Hawaii and Puerto Rico have fixed direct- 
consumption quotas (29,616 tons and 126,033 tons, respectively), 
equivalent to their maximum shipments prior to the 1934 Sugar Act. 

The “full duty” countries have, in the aggregate, a direct-consump- 
tion quota equal to about one-third of their total quota. The Philip- 
pines have the refined sugar quota granted by the Philippine Inde- 
pendence legislation. Cuba’s direct-consumption quota, amounting 
to 22 percent of Cuba’s total quota under the 1934 act (resulting in 
quotas of 410,626 tons in 1934, 400,971 tons in 1935, and 462,573 
tons in 1936) was reduced to a fixed level of 375,000 tons under the 
Sugar Act of 1937, and has remained unchanged since that time. 
Had Cuba’s direct-consumption quota been fixed on the same basis as 
Puerto Rico and Hawaii, it would have been in the neighborhood of 
525,000 tons, the approximate amount of refined sugar she entered 
in 1933. 

Total sugar consumption for 1955, estimated at 8,400,000 tons, is 
1,900,000 tons above the 1934 total consumption, and over 1,700,000 
tons more than the base consumption of the 1937 act. 

The total direct-consumption quotas of the three areas (Hawaii, 
Puerto Rico, and Cuba), have not shared in any of this increase, 
having been held frozen, ever since 1937, at a fixed aggregate total 
of 530,649 tons. 

The result of these inflexible restrictions on direct-consumption 
sugar is that Hawaii, Puerto Rico, and Cuba have been held down to a 
constantly decreasing percentage share of the American market, as 
shown by the following table: 


Direct-consumption sugar, percentage share of total United States consumption 


Cuba — Hawaii Total 
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The beneficiaries of this progressively severe restriction have been 
the cane sugar refineries located in the continental United States. An 
impartial student of the United States sugar policy might question 
the justice and the wisdom of this situation, in the light of conditions 
today. 

The amount of sugar potentially available to continental refineries 
under the present law at a consumption estimate of 8,400,000 tons, is 
about 5,850,000 tons, equal to about 70 percent of the total consump- 
tion estimate. This is about 1,500,000 tons more per year than was 
available to them under the basic quotas of the 1987 Sugar Act, and 
their share of the market will continue to increase, while the offshore 
share remains frozen at 1937 quota act levels. 

It would seem that the need and equity of a reasonable adjustment of 
quotas in favor of sugar refinining industries of Hawaii, Puerto 
Rico, and Cuba should be carefully considered by the committee. The 
questions of principle and international policy may well be of greater 
importance, now and in the future, to the Nation as a whole than the 
relatively small refinining tonnage which may be involved—small in- 
deed compared with the total volume enjoyed by the domestic cane 
refineries today. 

H. R. 5406 and the committee print dated June 22, 1955, both pro- 
sees to extend some relief to the local sugar refining industries of 

uerto Rico and Hawaii by permitting them to furnish as direct- 
consumption sugar, a proportionate share of their overall quota in- 
creases under the growth formula. The restrictions in the United 
States market on the Cuban refining industry have been the most 
stringent of any of the offshore areas. 

Under any new legislation the Cuban direct-consumption quota 
should be amended on a basis no less favorable than that accorded to 
the offshore domestic areas. 

It is not desirable in the interests of the United States to weaken the 
Cuban sugar refining industry by too small a quota, or by permitting 
direct-consumption Cuban raw sugar to crowd refined sugar out of 
such quota. The following facts sustain this view: 

1. In World War II Cuban and Puerto Rican offshore refined sugar 
was exceedingly useful in alleviating shortages when and where they 
occurred. Imported refined sugar could be switched with great speed 
and a minimum of expense to any port in the United States where a 
shortage had developed, thus also reducing wastage of inland trans- 
portation. 

2. Subsequent to the war, the United States adopted a policy under 
point 4 of diversifying industry in friendly countries of the free 
world. It would seem a very logical diversification for Cuba to in- 
dustrialize to the extent of refining more of her principal product— 
sugar. 

5. The Cuban refining industry is also a useful one for purposes of 
filling world demand. It is a declared policy of the United States, 
agreed to by the domestic sugar industry, that a stabilization of world 
sugar prices and production is a desirable end. 

Frequently, needs arise unexpectedly from this or that area where 
refining capacity does not exist. Consumption might be lost if Cuba, 
the big reserve sugar bow] of the world, were unable to offer anything 
but raws. Without a fair share of the United States refined market 
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as a backlog, the Cuban refining industry is severely handicapped. 
One American-owned refinery in Cuba has been closed since 1953. 

4. In time of peace, Cuban refined sugar coming to this country 
supplies diversification for American ports at which there are no 
refineries. I am referring to such places as Richmond and Norfolk, 
Va.; Wilmington, N. C.; Charleston, S. C.; Jacksonville, Miami, and 
Tampa, Fla.; as well as Gulfport, Miss.; Galveston, Houston, and 
Beaumont, Tex. To these ports Cuban refined sugar is a great boon. 
To concentrate all sugar imports in the eight big refining ports is 
of doubtful desirability. 

5. It is a generally accepted theory of American business that com- 
petition is healthy. Carrying this theory into the field of sugar, it 
is good American policy to have at least a reasonable amount of off- 
shore competition alongside of our domestic refining industry. The 
existing direct-consumption quota limitations, whether justified or not 
in 1934 and 1937, seem unreasonably harsh in the light of conditions 
today. 

We call your attention to the fact that the Puerto Rican direct- 
consumption quota is exclusively, or practically so, reserved to Puerto 
Rican refineries, which was, of course, the intention of the act. This 
is done by the Secretary of Agriculture allocating to each Puerto 
Rican refiner a share of the Puerto Rican direct-consumption quota, 
so that only such allocated quotas may be brought into the country. 
We suggest that section 205 (a) of the act be amended so that the 
Secretary may allocate, if so requested to do so by the Cuban Gov- 
ernment or the Cuban Sugar Institute, the direct consumption as- 
signed to Cuba among the various refiners. 

This would eliminate the situation, which arises every year, of a 
race developing among the Cuban refiners to get their share of the 
quota into the United States before the quota closes. 

The resulting disorderly marketing works to the detriment of all, 
including domestic refiners. This is not controllable by the Cuban 
authorities, as a varying amount of raw sugar may be entered into 
the direct-consumption quota for tobacco or other industry use. One 
solution would be to permit the tobacco industry to buy nonquota 
sugar. 

Tobacco is a nonfood product, but while the act excludes cattle feed 
and alcohol use from the quota, thus giving the farmer using sugar 
for cattle feed the advantage of nonquota sugar, it does not do this 
for tobacco. This advantage might well be extended to tobacco as 
well as cattle feed. 

Therefore, we urge that the direct-consumption quotas be reserved 
for refined sugar and that whether the bill be changed as above sug- 
gested or in some other way, the Secretary be authorized to put into 
effect such regulations as will accomplish this end, for Cuba as well 
as for Puerto Rico. 

When the Jones-Costigan Act was passed in 1934 it was necessi- 
tated by the excessive protection of the tariffs of 1921 and 1922 and 
finally the Hawley-Smooth Act of 1930. Asa result of that decade of 
rampant protectionism even the protected realized they had overdone 
the act and that shortly they were going to be killed by their own 
weapon. 

Juba’s share of the United States market had declined to 1,573,000 
tons, or less than they had sold the United States in any year since 








240 AMENDMENTS TO SUGAR ACT OF 1948 


1911, while United States protected areas had doubled of trebled their 
production. 

That was the moment chosen to fix quotas and the freeze took 
place with Cuba at her low, while domestic quotas were fixed almost 
as goals for production rather than quotas. For instance, the beet 
quota has been reached only 5 times in the 21 years since the original 
quota act. Cuba, on the other hand, has consistently filled her quota 
and, furthermore, except for the war years, has had. continuous crop 
restrictions. 

We face a unique problem. Instead of being asked to help a 
friendly neighbor of the free world with a loan or gift, we are 
asked to allow her a quota which will permit her economic life to 
continue, and at a profit to our taxpayers. 

Lastly, there is our vast export trade to Cuba. The quota we cast 
upon the Cuban waters returns to us in many ways. Not to any 
small group, but spread all over the States and to all sorts of people— 
farmers, industrial workers, white collar workers, insurance, bank, 
steamship, et cetera. 

Let us not delude ourselves that the Cuban quota is a gift. It is 
not—it is good business for the United States of America. 

The Cuarrman. Thank you very much. I would like to ask you 
one question. On page 8 you make reference to tobacco, compare 
it with sugar and for cattle feed and for alcoholic uses and so forth 
and you say this advantage might well be extended to tobacco as 
well as cattle feed. 

You know there is no need for tobacco for feed and for animals. 
How can you compare sugar as a product with tobacco? 

Mr. Pree. It might be better compared with the alcohol perhaps. 

The Cuaran. I[ think it would be too. 

Mr. Prxe. I don’t compare them at all. I think it is section 212 
of the act that excludes sugar for cattle feed and sugar for making 
alcohol. 

The Cuatrman. You would not be interested in that because you 
don’t know one would feed refined sugar to the cattle for feed, would 
they ? 

They could not afford to do it. 

Mr. Pr«e. That is being done now. 

The Cuairman. Refined sugar? 

Mr. Pree. Yes. 

The Cuatrman. Why would they want to refine it? 

Mr. Prxe. Not to cattle but to swine. 

The Cuarrmman. Why not give it to them in the raw form? 

Mr. Pree. Because they make it into small pellets which are used 
to feed small pigs and the pellets if they are made with raw sugar, 
are too sticky so they use a fine refined sugar. 

The CuairMan. So as to accommodate the pigs’ appetite? 

Mr. Pree. That is it. 

The Cuarrman. Mr. McIntire wants to ask you a question. 

Mr. McIntire. You made reference in here to the act being amended 
to permit the Secretary to allocate the direct consumption quota 
assigned to Cuba among various refiners, as is done in Puerto Rico. 

Mr. Prxe. So I understand. 

Mr. McIntime. Your suggestion here is that this act be amended 
so this could be done in Cuba, is it not? 
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Mr. Pree. Yes. 

Mr. McIntire. Doesn’t that present a real problem in relation to 
the internal affairs of Cuba? 

Mr. Prez. My suggestion was that it be done that it be permissive 
to the Secretary if requested so to do by the Cuban Government. I 
don’t think it would, as I see it, present any problem in Cuba. 

I should not think it would present any problem here, if Cuba re- 
quested the Secretary so to do. 

Mr. McIntire. You are assuming, are you not, that the Cuban 
Government does not have the capability within their own law to do 
that if they wish. 

Mr. Prxe. No; they have not. 

Mr. McIntire. By what token could they extend to the Secretary 
of Agriculture of the United States the privilege of doing that if they 
cannot administer it themselves? 

Mr. Prxe. Because the Secretary of Agriculture can notify the 
customhouses where the sugar comes in of the allocation to A, B, 
C, and D. 

Then that limits the quota to entries by those parties. 

As it is now, the sugar for tobacco purposes, which is in the quota 
and therefore pays the high price, comes in a varying degree and the 
Cuban refiner never knows how much will be entered. 

Mr. McIntire. Yes. But my point is that Puerto Rico is entirely 
a different situation. 

They are as much a part and come under the jurisdiction of the 
laws of this country as any State of the Union. 

Mr. Prxe. Yes. 

Mr. McIntire. But Cuba is a sovereign country and we don’t at- 
tempt under this law, do we, to designate from whom any of the raw 
sugar in Cuba shall come. Your suggestion would place in the hands 
of the Secretary the responsibility of picking out from among the 
Cuban refineries those who were going to ship to this country, would 
it not? 

Mr. Prxe. I think not, sir. My thought would be that the Cuban 
Government would request the Secretary to establish quotas for the 
Cuban refiners (a) so much, (b) so much, and (c) so much, so that 
the Secretary’s responsibility would not be the selection of to whom 
he gave it but merely putting out a similar order as he puts out in 
the case of Puerto Rico and it would be done at the request of the 
Cuban Government. 

If the Cuban Government did not request it, he would not act. 

Mr. McIntire. I won’t press that point any further but I am in- 
terested in your reference to the low-order uses of sugar. What is 
permitted under the law right now as to sugar for these low-order 
users ¢ 

What are the limitations in the present law to which you refer here 
in your suggestion that it be amended to permit more use of sugar for 
low-order uses? 

ph: suggestion would you make to the present law to cover this 
point 

Mr. Prxe. The first, the present exclusions are for cattle feed and 
use for distilling. 
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Mr. McIntire. Let me ask a point there to clear up in my own mind. 
We are referring now to sugar coming from offshore sources, foreign 
sources. 

Mr. Prise. Yes. 

Mr. McIntire. Yes. 

Mr. Prxe. Those two uses are excluded from the act and it was 
my other suggestion and not meaning that to be tobacco is a low 
order use but to give the tobacco people the advantage of the lower 
price at the same time relieving the Cuban direct-consumption sugar 
of a charge of tobacco which is not for human food use. 

Your second question was—— 

Mr. McIntire. How would you amend the act? Do you have some 
suggestion as to phraseology to place before the committee as to 
where the amendment should be and the wording of the amendment? 

Mr. Prxe. I am not a lawyer, sir, and I would not attempt to 
word it. 

Mr. McIntire. I am not either. 

Mr. Pree. This low order use is something which is just on the 
horizon. We don’t know whether it is going to be very important. 
We don’t know whether it is going to be of such a low order that it 
requires a very low price. 

It may be that it could carry a high price. Probably not. So that 
we are talking about something that is in the future. However, we 
are also talking about a bill that will last for 6 years. 

I would very sincerely hope, as I think most sugar people would 
do, that these low order uses will come along, such, for instance, 
particularly as detergents within a period of less than 6 years, and it 
would be too bad if this bill were found to be an interference. 

My suggestion would be that the Secretary be permitted, after 
suitable hearings and in the event that there were a low order use, 
which required nonquota sugar, to release, say, 10,000 tons for that 
purpose. 

Mr. McIntime. To come either out of the domestic sources of supply 
or offshore sources in proportion to their participation in the market; 
is that what you mean? 

Mr. Pixe. Yes. That would be all right; but the difficulty is that 
the low order uses might need a nonquata low price. 

Mr. McIntire. Right. 

Mr. Pree. In which case it would be difficult for the domestic areas 
to share in the business. However, if the low order uses were able 
to carry the higher price, then it could go through without any such 
amendment as I am talking about. 

But it seems to me that it would be wise to have such a possibility 
in the law incorporated in it now, which might or might not be used 
during the coming 6 years. 

Mr. McIntme. I thought so, too, and previously I qucieneh two 
other witnesses on that point and they very definite y stated they 


were not interested in that provision being put in the bill. 

Mr. Pixs. I think anybody interested in the world sugar position 
has to be interested in that subject because if these nonfood uses 
were to develop, it might be the solution to the world sugar problem. 

Mr. McIntire. Thank you. 

The Cuarrman. Thank you very much. 
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Mr. Pixs. Thank you. 
The Cuairman. Mr. Gerald R. Heatter is the next witness. 
Mr. Heatter, will you come around please? 


STATEMENT OF GERALD R. HEATTER, REPRESENTING THE 
DETROIT BOARD OF COMMERCE 


Mr. Hzatrer. Thank you, Mr. Chairman. 

I am appearing today on behalf of the Detroit Board of Commerce 
where I am manager of the world trade department and secretary of 
the import and customs committee, and secretary of the world affairs 
committee. 

I appreciate the opportunity to insert this in the record and to pass 
a few comments along to you about our ideas on H. R. 5406. 

We are of the opinion that H. R. 5406 should not be enacted into 
law, and we urge this committee does not recommend its passage. 

We think it is bad legislation, and we think so because of one aspect, 
which is the foreign-trade aspect, namely the preservation of foreign 
markets of our manufactures. 

We feel that we need those export markets to help keep our people 
working. Asa matter of fact we know we need those export markets. 
The second reason that we object to this legislation and urge that you 
do not recommend its passage is the basis of changing the rules of 
the game before the game is finished; that is, this present law is to 
run until 1962 and now the present bill before you would continue 
the quota system until 1962 and we believe that this is not fair to 
change the rules of the game before the game is over. 

Thirdly, I think that here we have a situation, a basic problem 
which seems to be one of overproduction and we believe that over- 
production in any industry is a serious problem, but where you have 
overproduction coupled with subsidy, the taxpayers are faced with a 
most serious problem indeed. 

For Sugar Act payments from 1938 to 1954 cost the taxpayers 
$999,455,240. 

The Cuamman. May I interrupt you just to say that would not 
have been imposed in the way of a tax had it not been for the program. 
I have read your statement here with interest. It is true that the tax 
in excess of a million dollars was collected and certain payments were 
made to farmers, but that was the arrangement ue was made to 
finance this program. 

Actually, the consumers of sugar had paid the money and the tax- 
payer has not paid it except in his capacity as a consumer. If you 
eliminate the tax feature you could not successfully operate the pro- 
gram. The net result is that at the end of this fiscal year, the Treas- 
urer of the United States will have, I am told, in excess of $309 million 
profit on this program during the life of the program. 

If you are opposed to the tax, then if you repeal the program, you 
repeal the tax. If you repeal the program, you repeal it, you would 
not be speaking in the interest of Cuba, because Cuba is definitely 
interested in the success of this program. 

I appreciate your observation with reference to the effect of a 
change in the law. That has given us some concern. I was under 
the impression that President Eisenhower felt the same way about it. 
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That is that we should not change the law now. But even Cuba js 
reconciled to the fact that in the growth formula in the time in the 
years to come she has no right to insist on 96 percent of the increased 
consumption. 

On the other item you mentioned, overproduction, I made some rapid 
calculations that may not be entirely accurate. But if Secretary Ben- 
son gave these people just a 10-percent cut or reduction during the 
current year, if he had taken a 6-year average as shown by the chart 
provided by Mr. Myers this morning, if he had reduced that 6-year 
average by 15 percent, I don’t think you would have any surplus in any 
of the producing areas of the country. : 

I say I have not calculated that accurately but Mr. Myers did give 
his testimony as to the average production of beet and cane sugar in the 
United States over a period of 6 years. 

That would take care of the argument you present that they have 
overproduced. 

They produced in 1954 in the beet area according to this record in 
excess by 175,000 tons and they end up now with only about 100,000 
tons surplus. 

Of course it is proposed now that we take the surplus off the market 
and let the taxpayers absorb the loss and give the sugar away. 

J agree with you that it is overproduction and they had no right 
to assume that Congress was going to bail them out by putting up the 
money to buy the 100,000 tons of sugar to give away. 

Mr. Matrnews. I would like to make this observation. You have 
prepared I think some very interesting information and some very 
good information about the value of vehicle exports to Cuba from the 
great automobile center of Detroit, but of course I think those in the 
sugar-beet area in the sugarcane area might want to ask you if you 
had any information so that you could compile figures to show how 
many of these automobiles and trucks they could buy if you let them 
have more acreage and not give that extra allotment to Cuba. 

That is an important point we ought always to remember. I have 
heard several impressive bits of testimony about exports to Cuba but 
I know we don’t mean to forget that the best market we have for 
American goods is right here in the 48 States of the United States of 
America. It is a question in my mind whether the value of your ex- 
v»0rts to Cuba would be more to your people than say if we could give 
Laven allotments to our sugar and beet growers and let these people 
buy these automobiles and trucks. 

I wonder if you thought about that? 

I know you have. Perhaps you don’t have any adequate figures. 

Mr. Hearrer. My answer to that would be something along this 
line, that the figures that I present here are cold facts. 

They are the units which have been sold and exported to Cuba. If 
the incomes in the beet and cane areas were increased we would be 
dealing with figures which would come out of a statistical curve, based 
upon assumptions of certain elasticity of demand for motor vehicles 
in those areas and they would not nearly be as factual as figures which 
we have before us. 

Mr. Poace. I would like to inquire. You are so certain about the 
factual figures of these Cuban purchases. Of course, Cuba purchased 
this amount. You have not any factual figures to show that Cuba 
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would or would not have purchased this amount had she produced and 
sold to the United States a greater or lesser amount of sugar. 

The fact is that a whole lot of countries in the world spend a larger 
percentage of the money that they get from the sale in the United 
States on American products than Cuba does. 

And several of them are trying to sell us sugar right now. 

How do you know what percentage of Cuba’s money she would 
have spent in the United States if they had not been able to sell us so 
much sugar as they did? 

Mr. Hearrer. I believe I am safe in saying that Cuba has also 
oe certain percentage of its income for this type of mer- 
chandise. 

Mr. Poacgr. Which is substantially less than the proportion of in- 
come from American dollars that several of the others of the Latin 
countries spend in the United States. 

Mr. Hearrer. Substantially less. 

Mr. Poacr. The percentages of American dollars that go into Cuba, 
the amount they spend in the United States is substantially less than 
several other Latin American countries spend in the United States of 
America, dollars that they get from the sale of their products in this 
country. 

Mr. Heatrer. I can’t answer that question right off, but I believe 

Cuba has been one of our top 6 or 7 best customers over a period of 
years. 
' Mr. Poaae. Of course, they have, because they get far more Ameri- 
can dollars than the Dominican Republic, for instance. But of the 
number of American dollars that some of these other countries get, a 
larger percentage of those dollars come back here than from Cuba. 

Mr. Hearrer. I can’t agree with that. 

Mr. Poags. As a matter of fact, a good many of those countries 
spend a good deal more in the United States. It means a three-way 
trade obviously. Cuba engages in that, too. Many countries do. 
They have to. It is not simply a two-way trade. Obviously a country 
will sell Great Britain and get British money and buy things in the 
United States with it. 

Of course, they do. 

Mr. Heatrer. I can’t agree with that, Mr. Congressman, because I 
don’t know the factual figures of the 21 Latin American Republics. 

Mr. Poaege. I am just saying you have not any factual figures to 
support your assumption about Cuba except the fact that they have 
bought a substantial amount of American goods. You said it would 
be all a matter of speculation to figure on how much the American 
producer would spend in the United States because everyhody knows 
he will spend every dollar that he makes—could spend in the United 
States, he will not go to Cuba to spend it. 

The CuarrMan. You spend some money over in Europe. So do I. 

Mr. Marruews The thing I wanted to pinpoint was the fact that 
the American farmer is about the best buyer of American products. 
Some days ago we had testimony before our committee, for exam- 
ple, to show that a tremendous amount of automobile tires, tremen- 
lous amounts of steel, a tremendous amount of all the products of 
industry are bought by the American farmer. And, frankly, I can’t 
get too convinced at times about the material advantage in certain 
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types of export trade. I am not denying that I am in favor of foreign 
trade, but many times I favor it for other considerations than a ma- 
terial advantage. I want to pinpoint the thought that I think the 
great manufacturing center of Detroit would enjoy a considerable 
amount of business if we would get the sugar-beet growers and sugar- 
cane growers a little bit more of acreage allotments. 

Mr. Heatrer. We certainly appreciate the great capacity of the 
domestic market right here in this country. There is no doubt about 
1t. 

The Cuatrman. But the fact is that Cuba does buy some rice from 
Louisiana, doesn’t it? 

Mr. Boges. Yes, a declining amount. 

The CHarrman. Thank you. 

(The document referred to is as follows :) 


STATEMENT OF GERALD R. HEATTER FOR THE Detroit Boarp OF COMMERCE IN 
OPPOSITION TO H. R. 5406 


My name is Gerald R. Heatter. I wish to thank the committee for providing 
this opportunity to appear and testify in opposition to H. R. 5406 on behalf of 
the Detroit Board of Commerce where I am manager of the world trade depart- 
ment, secretary of the import and customs committee, and secretary of the 
world affairs committee. 

The Detroit Board of Commerce is a nonprofit corporation, duly authorized 
and existing under and by virtue of the laws of the State of Michigan. It was 
established for the purpose of promoting and maintaining the industrial, com- 
mercial, and civic progress of the city. There are approximately 6,500 members 
of the board, representing about 3,800 industrial and commercial activities in the 
Detroit metropolitan area. Some 1,900,000 people live in the city of Detroit, 
and almost 3 million live in the Detroit metropolitan area. 

Our interest in foreign trade is immediately apparent to anyone who has 
traveled beyond the boundaries of the United States, because Detroit products 
are seen throughout the world. The port of Detroit is growing, and in 1953 it 
reached a level of international trade which ranked it second among the ports 
of the United States based on the dollar value of exports and imports. We 
know that as a basic principle peoples in foreign countries must have dollars 
if they are to continue buying our products, and we are convinced that our 
export markets are necessary to help keep our people working. 

It is not only Detroit and Michigan workers who are affected by the overseas 
sales of our members’ products, but employment in contributing industries 
throughout the United States as well. Large quantities of steel, rubber, and 
glass are required for the manufacture of vehicles, many of which go into export, 
and substantial quantities of steel are also needed for the machine-tool industry 
which also exports to world markets. Furthermore, we realize that if we are 
going to successfully develop the port of Detroit, the commerce of the world 
must flow in both directions, because ships will not long travel light or empty 
in one direction. 

Under consideration today is a bill proposing to increase certain elements 
of the fixed quotas established for domestic sugar producing areas, thereby 
increasing the total of the fixed quotas. It is our interpretation that when these 
fixed quotas are increased, those countries shipping sugar to the United States 
on a variable quota basis will be forced to surrender a part of the United 
States market. 

Please understand at this point that the Detroit Board of Commerce has long 
objected to quota restrictions, and since this bill proposes to extend the quota 
system of the Sugar Act until 1962, as well as to increase the fixed quotas of 
domestic producers, there is ample justification for us to record opposition to 
H. R. 5406. We wonder what the domestic sugar producers have that merits 
three-way protection against economic ills—protection which includes not only 
quota restrictions, but subsidies and import duties as well. Here in the United 
States, then, lies their guaranteed annual market. 

As before indicated, we realize that we must be willing to buy if we are to 
continue to sell. Some of the best customers for United States’ products are 
drastically affected by the Sugar Act of 1948, as amended, and will be even 
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more so if H. R. 5406 becomes law. The economy of Cuba is closely tied to sugar, 
and if Cuba does not sell sugar to the United States, Detroit industry does not 
sell automobiles, refrigerators, electrical appliances, and machine tools to Cuba. 
Bureau of the Census figures show machinery. and vehicles sales to Cuba during 
1954 of over $100 million. This was almost one-quarter of the United States 
total exports to Cuba. (Total United States exports to Cuba was $428,200,000; 
total imports from Cuba was $401,300,000.) As you know, production of 
machinery and vehicles is a specialty of Detroit industry. In fact, the Automo- 
bile Manufacturers Association reported that vehicle exports to Cuba exceeded 
14,000 units that year. This represents almost 2,700,000 man-hours of work, 
exclusive of any consideration of parts and accessories or of the work required 


in the contributing industries of steel, rubber, and glass. 


describes those vehicle exports: 


Vehicle exports to Cuba, 1954 


The following table 





Passenger cars and chassis: 


Used 
Special purpose commercial vehicles. -- 
Used special purpose commercial vehicles 
Motor trucks and truck chassis: 
5,000 pounds and under 
5,001 to 10,000 pounds 
10,001 to 14,000 pounds 
14,001 to 16,000 pounds 
OR eee pettennaentudadl 
19,501 pounds and over ; 
Diesel and simidiesel: 
19,500 pounds and under. 
Over 19,500 pounds 


Units Value 


$18, 700, 643 
146, 927 

279, 635 

43, 315 


2, 035, 849 
1, 131, 826 
85, 494 
844, 982 
205, 364 
372, 306 


7, 750 
616, 637 


Buses (commercial) diese] and simidiesel_............-.-----..--------.-.- ¢ 1, 195, 917 
Trucks, buses, and chassis, used g 789, 099 





14, 154 26, 455, 744 


Nore.—This table does not include parts, such as 238 engines for replacement ($51,256), leaf springs and 
spring leaves for replacement ($306,061), and so forth. 


We must preserve our export markets in order to keep employment high. We 
know that dollars earned in the United States by other countries will come home 
to roost, and of course, we hope that they will roost in Michigan. We feel that the 
effect of this bill will seriously impair the ability of the Cubans, the Mexicans, 
the Peruvians, and others in the same category, to buy Detroit’s products. 

The sixth international trade tour of the Detroit Board of Commerce recently 
returned from Latin America where it visited some of the countries that will be 
affected by this bill. That trade mission found throughout Latin America, as had 
been learned by the previous ones calling on businessmen in other parts of the 
world, that lack of continuity in the foreign-trade policy of the United States is 
not doing us one bit of good abroad, in terms of our foreign relations. In times 
of crisis, when we want friends, we want strong friends—economically sound and 
healthy. We cannot have them sound and healthy if we keep chipping away at 
their economic bases. Our several trade missions were told by businessmen all 
over the world that United States tariffs, remaining steady, can be overcome, but 
that it is discouraging to see some device contrived by the United States designed 
to push them out after having successfully gained a foothold in the American 
market. The present Sugar Act serves as a good example, because it was to 
run until 1956. Now under consideration is this bill, proposing to extend the act 
until 1962 and to make the increased quotas retroactive from the first of this 
year. This seems like changing the rules of the game—in the middle of the game. 

Situations like these make it most difficult for our State Department to work 
toward elimination of quota restrictions imposed by other governments against 
goods from the dollar area. Usually when a foreign country gets into financial 
difficulties and suffers from a shortage of dollars, they impose restrictions on the 
importations of luxury goods. Many of Detroit-made products are usually among 
the first to be considered for such restrictions. Our State Department has worked 
hard and diligently in negotiating elimination of these quota restrictions against 
our products. Measures like H. R. 5406 make their job much more difficult. 
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The fundamental problem of the domestic industry, prompting it to request 
the increased quotas, appears to be one of overproduction. We are not completely 
familiar with the techniques of farm product control, but where the taxpayers are 
faced with overproduction coupled.with subsidy, the problem is serious indeed, 
Sugar Act payments from 1938 to 1954 cost the taxpayers $999,455,240. It is true 
that sugar-tax collections (including excise and import taxes) for the same 
period ran to $1,216,357,363. However it would be untrue to say that the sugar 
program cost the taxpayers nothing, or that the United States even made the 
difference of $216,902,123; for to do so would imply that the left hand did not 
know what the right hand was doing and is in no way related to the body. The 
fact still remains that if subsidies were not paid, the United States Treasury 
would be wealthier, and by $999,455,240. If the basic problem is one of overpro- 
duction, perhaps the proper answer does not lie in new legislation but in closer 
administration of the present law. 

In closing, we see no merit in H. R. 5406 whatsoever. We see only dis- 
advantages. With the belief that the domestic sugar industry can get along with 
the present quotas, the subsidy payments, and the protection afforded by duties 
and import excise taxes levied on sugar coming from other countries, we wish to 
go on record as opposing H. R. 5406, and we urge this committee not to recom- 
mend its passage. 


The Cuamman. The meeting will stand adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon at 5:15 p. m. the hearing was adjourned to reconvene 
at 10 a. m. June 25, 1955.) 
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SATURDAY, JUNE 25, 1955 


House or REPRESENTATIVES, 
CoMMITrer ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 o’clock a. m., in room 
1310 New House Office Building, Hon. W. R. Poage, presiding. 

Mr. Poace. The committee will please come to order. 

We have a long list of witnesses this morning. We will try to get 
through with as many as possible. 

I believe the first witness is Mr, Kenneth B. Sprague, of the Amer- 
ican & Foreign Power Co., Inc., New York. 

We will be glad to hear from you, Mr. Sprague. 


STATEMENT OF KENNETH B. SPRAGUE, DIRECTOR, CUBAN ELEC- 
TRIC CO., AND COMPTROLLER AND DIRECTOR, AMERICAN & 
FOREIGN POWER CO., INC., NEW YORK, N. Y. 


Mr. Sprague. My name is Kenneth B. Sprague. I am a director 
of Cuban Electric Co. and Comptroller and a director of its parent 
company, American & Foreign Power Co., Inc., located at 2 Rector 
Street, New York City. 

I wish to express my companies’ appreciation for the opportunity 
of appearing here today in opposition to the domestic sugar industry’s 
proposals.to amend the Sugar Act of 1948 during this session of 
Congress. Most of my remarks in opposition to the proposed amend- 
ments will be from the viewpoint of a very substantial United States 
investor in Cuba rather than as a United States citizen paying taxes 
in the United States, although there is much that might, be said 
against the proposal on the latter score. 

American & Foreign Power Co., Inc. is 1 of the 2 largest investors 
of private United States capital in Latin America. Its subsidiary in 
Cuba, Cuban Electric Co., has total assets equivalent to almost $250 
million. From 1951, the year of the amendment to the 1948 Sugar 
Act, through the end of this year, Cuban Electric Co. will have spent 
approximately $70 million to expand its power facilities in Cuba. 
During the period from 1956 through 1958 additional expansion will 
involve another $60 million or more. Much of the materials and 
equipment used in the expansion of Cuban Electric’s power facilities 
is manufactured in the United States. A study made of orders 
placed in a recent year—I believe it was 1953—in this country for 
Cuban Electric showed that materials and equipment were obtained 
from concerns located in at least 25 States. 
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_ Last Wednesday I attended a luncheon given by the Pan American 
Society in honor of Dr. Miguel Angel de la Campa, Cuban Ambas. 
sador to the United States, at which occasion he very appropriately 
called sugar Cuba’s “biblical manna” and said that it production as 
his country’s principal article of trade with the United States con- 
stituted Cuba’s “permanent and prime economic problem.” The 
value of American investments in Cuba is directly related to the 
prosperity of Cuba and the quantity of sugar which the United States 
will permit Cuba to export to this country. 

It is my understanding that the Sugar Act of 1948, as amended and 
extended by Congress in 1951, is, by its own terms, to remain in effect 
from January 1, 1953, through December 31, 1956. Since the in- 
ception of the United States sugar quota system in 1934, or approxi- 
mately 21 years ago, quotas have not been changed prior to the ex- 
piration of the statute then in force. President Eisenhower, in his 
inaugural address on January 20, 1953, stated : 

In the Western Hemisphere, we enthusiastically join with all our neighbors 
in the work of perfecting a community of fraternal trust and common purpose. 

During recent years private business with the support of our Gov- 
ernment, at Inter-American conferences and on many other occasions, 
has stressed the need of laws and regulations in Latin-America that 
are consistently fair and equitable which will provide stability that 
can be relied upon by investors over a long period of years if such 
Latin American countries expect to attract capital from the United 
States. How can we continue urging our Latin-American neighbors 
to accord consistently fair treatment to our investors if Congress 
abruptly changes its foreign-trade policy to the detriment of Cuba! 
What significant event has occurred since the present sugar statute 
was enacted to give a valid excuse insofar as our Cuban neighbors are 
concerned for making the proposed changes? 

For the United States to take a seemingly unfriendly step by revis- 
ing quotas before 1957, mainly at the expense of Cuba, would seem 
especially unwise at this time for two further important reasons. It 
should be noted first that Cuba is just now starting to get out from 
under the burdensome overproduction and surplus situation which 
caused a decline in her sugar activity in the last 3 years. The major 
reason for the development of this surplus condition in Cuba was the 
trend toward producing larger and larger sugar crops in order to 
meet the wartime and. postwar demand for this important commodity 
in the United States. 

It should also be noted, as a major factor to be considered, that Cuba 
doubtless would have been faced this year with another large addition 
to her approximately 2 million Spanish long tons of carryover sugar, 
even with a further crop restriction this year, had it not been for 
large purchases by Soviet Russia. Sales to Russia of over 500,000 
long tons of raw and refined to meet deficiencies behind the Iron Cur- 
tain have improved immensely Cuba’s sugar outlook and have had 
the effect of bolstering world market prices. Sugar, of course, is not 
a strategic material, and the United States did not oppose the sales to 
Russia. Cuba does not maintain diplomatic relations with Russia and 
has stanchly opposed the spread of communism in her count and in 
this hemisphere. She has steadfastly supported the United States in 
debates on international issues with the Communist bloc. Although 
Russia’s part in the improved Cuban sugar outlook can hardly be 
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looked upon by Cuba as altruistic, nevertheless, a move by the United 
States at this time to restrict Cuban sugar sales here undoubtedly 
would be exploited to the fullest by the propaganda machine in the 
Kremlin. 

My companies’ concern is not only with the timing of the proposed 
changes in the Sugar Act but also with the broad principle of whether 
it is wise to increase subsidized domestic production at the expense of 
low-cost producers such as Cuba and other friendly countries. 

The United States consumer paid in 1954 an average of 2.63 cents 
more per pound—not even including the duty on Cuban and other 
foreign sugar—for sugar purchased in the protected and subsidized 
domestic market than the price for which sugar sold in the world 
market. Part of this price differential consisted of net direct sub- 
sidies—that is, subsidies less excise tax—paid to domestic cane and 
beet growers provided that certain conditions were met. One of these 
conditions was that the growers did not exceed their respective quotas. 
However, the changes in the Sugar Act, which the domestic growers 
have requested, are prompted by the fact that domestic production 
actually has been in excess of quotas. To increase domestic quotas 
at the expense of Cuban sugar sales here would mean that more sub- 
sidies would have to be paid by the United States consumer. 

Furthermore, increased domestic quotas would benefit only a rela- 
tively small number of growers. This would be at the expense of a 
much larger number of American citizens employed in this country 
on farms and in industries which supply produce to Cuba. These 
products are paid for with the dollars that Cuba earns by selling sugar 
here. Exports from this country to Cuba in 1954 totaled $428 million, 
or approximately $27 million more than the total value of our im- 
ports from Cuba for the same year. By comparison, the total value, 
excluding subsidy payments, of 1954 United States beet and cane sugar 
production was $258 million. This is calculated by taking final quotas 
totaling 2,304,000 short tons at an average 1954 United States market 
price of 5.59 cents per pound. 

Reduction of Cuba’s share of the United States market would 
affect our country’s most vital and readily accessible source of sugar 
in time of war. No other growing area has demonstrated in the 
past, as has Cuba, the ability to expand production of sugar practically 
overnight in order to help meet our wartime and postwar needs and, 
at the same time, be readily and more safely accessible in case of 
hostilities. In contrast, domestic beet and cane sugar production de- 
clined during the last war. 

The administration’s proposals are in the nature of a compromise 
and hence their effect upon Cuba and upon those in this country who 
depend upon the Cuban market would not be as drastic as the legis- 
lation supported by the domestic growers. Nevertheless, these pro- 
posals also inadvertently call for a change in the Sugar Act before 
its expiration at the end of 1956. 

_ My associates and I respectfully urge that no amendment be made 
in the Sugar Act prior to the scheduled expiration of the statute at 
the end of 1956, Furthermore, we believe it is in the best interest, 
both of Cuba and the United States, that any legislation which Con- 
gress eventually enacts with respect to the present Sugar Act will 
not reduce Cuba’s present participation in the United States market. 
Mr. Poace. Mr. Sprague, you have launched into a subject that has 
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not been very well covered heretofore, that is, most of the testimony, 
as you have observed, has been on the domestic sugar, and we realize 
that there is the problem of the Cuban sugar, and then there is the 
problem between Cuba and other foreign countries. ‘These are some 
things that we ought to deal with. At least, the question is before 
us. We have not had the background information on this Cuban 
situation that we have had on the domestic situation. 

You have mentioned some things that have not been mentioned 
heretofore. 

Are you in a position to give us a little background on how much 
sugar Cuba produced ee the war, and how much of it was sent 
to the United States, and what the prices were? We have had inti- 
mations that they were very cooperative. I am sure they were. But 
we have had no figures on that subject. 

Mr. Spracur. I have some figures before me here. 

Mr. Poacr. What was Cuba's production during the war? 

Mr. Spracue. From 1902 through 1929, prior to the Smoot-Haw- 
ley Tariff Act, Cuba supplied about 48 percent of the total consump- 
tion in the United States. 

Then from the period 1930 through 1933 Cuba supplied 28.5 per- 
cent. 

Then from the period 1934 through 1941, from the time the quotas 
came into effect, Cuba supplied about 29 percent. 

Then, beginning the next period, 1942 through 1947—that is the 
World War II period when the quotas were suspended—Cuba sup- 
plied about 45 percent of the total consumption, or nearly one-half. 

Mr. Poacr. What were those absolute figures during the wartime, do 
you remember, or do you have it there, that is, tonnagewise? Maybe 
T can put it another way: 

What part of the Cuban production came to the United States dur- 
ing that war period ? 

Mr. Spracur. I understand practically all of Cuba’s production 
came to the United States during the war period, up to 1948. 

Mr. Poace. At what price? 

Mr. Srracve. I would say it started in 1942 just under 3 cents, and 
then it ran about that price through 1944. In 1945 it averaged just 
under 3.5 cents. In 1946 it was 4.6 cents. In 1947 approximately 
5.5 cents. 

Does that answer your question, sir? 

Mr. Poace. That answers part of it. 

At what price was American sugar selling at that same time? 

Mr. Spracue. That was the New York price of raw sugar, before 
adding the duty to the cost. 

Mr. Poace. What was the price that the American producers were 
getting during that wartime—what was their price? 

Mr. Spracur. The American producers got the difference between 
that raw-sugar price and the duty, or an additional three-quarters of 
a cent a pound, 

Mr. Poacr. I do not understand that three-quarters of a cent. I 
have always understood that the duty was 50 cents a hundred. 

Mr. Spracvue. Prior to 1948 it was three-quarters of a cent, And 
then, beginning in 1948, it was as you indicated. 

Mr. Poacr. The American producers got simply the same price 
that the Cuban producers did, plus the tariff ? 
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Mr. Spracur. Yes, sir. 

Mr. Poace. Do your figures show anything about the trend? As I 
recall it, we were told yesterday that the American production dropped 
during the war. 

Mr. Sprague. That is my understanding. 

Mr. Poacr. Do they show anything about the trend of the Cuban 
production? If you do not have it, we can get it somewhere else. I 
thought that you might have it easily available. 

Mr. Spracue. I would be glad to get these figures and to supply 
them to you, if that will be helpful. 

Mr. Poace. Frankly, so far as I am concerned, I want them out be- 
fore the members. The record does not mean that much to me. I 
want it for our consideration at this time. We will ask somebody else. 
There will be somebody else who will come along who can supply that. 
| wanted to get this out as promptly as we could. 

Mr. Spracur. I understand. 

Mr. Poace. We are very much obliged to you, Mr, Sprague, because 
we realize that you did not expect to be called on for these things. 

Mr. Spracur. My associate tells me that that we now have them, 
Mr. Poague. 

The production of sugar in Cuba, expressed in terms of thousand 
tons, 1940, was 3,157—that is 3 million; in 1941 it was 2,734,000; in 
1942, 4,517,000; in 1943 it was 3,230,000. In 1944 it was 5,646,000; 
in 1945 it was 3,923,000; in 1946 it was 4,476,000; in 1947 it was 
6,448,000; in 1948 it was 6,675,000. 

Mr. Poagr. That is sufficient. 

[ wonder if you could tell us why those great variations! There 
seems to be no trend whatever. You start out with 3 and drop to 2, 
and then you go up. 

Mr. Spracue. I think there is a tendency to increase the sales and 
production there. Some years, I suppose, the sugar produced is more 
abundant than in other years. 

Mr. Poace. That is what I was wondering about. I thought that 
vou were familiar wich Cuba, and thought that there might be cer- 
tain droughts that affected their production, I did not know myself. 
It is obvious there that you start out and then increased more in 1942, 
and then drop again in 1943. Isthat not right? 

Mr. Sprague. That is right. 

Mr. Poaep. I did not understand that that showed any response 
to the American needs. That is what I was trying to find out, 
Whether it showed any such response. 

Mr. Spracur. I believe the answer to that, according to this source 
that I have here, it says: 

Crop was restricted in size at the insistence of the United States Government 
in that year. 

Mr. Poace. What crop was restricted at the insistence of the 
United States Government ? 

Mr. Spraeve. The crop was restricted in size at the insistence of 
the United States Government. 

Mr. Poser. That is the thing that I do not understand. We have 
been told here that Cuba went way out of her way and built up a tre- 
mendous production to help the United States during the war. That 
is what I want to understand. And then we are told that the United 
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States Government asked that they restrict their acreage. Which did 
we do? That is what I do not understand. Which did we do, | 
repeat? Did we ask them to increase or to decrease, or did we have 
a vacillating policy in asking 1 year for an increase and the next 
year for a decrease ? 

Mr. Spracue. I must confess that I am somewhat in the same frame 
of mind that you are at the moment. 

Mr. Poace. Do your figures show what year we asked for the 
decrease ? 

Mr. Spracue. It indicates that that was the only year. 

Mr. Poacr. What year? 

Mr. Spracur. The year we have been discussing that the amount 
of production went down, namely 1943, where the previous year it 
was 414 million. 

Mr. Poace. That was during the war? 

Mr. Bass. And we rationed sugar. 

Mr. Poage. Have you an idea why we asked for the restriction? 

Mr. Spracue. I am sorry to say that I haven't any idea. I would 
like to have the record show that the data that I have been giving you 
came from a booklet entitled “Sugar—Facts and Figures, 1952,” pub- 
lished by United States Cuban Sugar Council, Washington, D. 

Mr. Poace. We thank you very much. 

Mr. Hix. On page 4 of your statement you say that the United 
States consumer paid an average of 2.63 cents more per pound for 
sugar purchased in the protected and subsidized domestic markets 
than the price sold in the world market. 

Did Cuba benefit $2.13 out of that $2.63—a “yes” or “no” answer will 
do me. 

Mr. Spracur. They benefited. 

Mr. Hiv. I want to know that—tell me the sum. 

Mr. Spracve. They benefited. 

Mr. Huw. $2.13; is that correct ? 

Mr. Spracue. Yes; that is right. 

Mr. Hirt. You should have said that. 

This act expires next year. We have to face the end of the Sugar 
Act next year. When would you say that we should write new legis- 
lation ? 

Mr. Spracve. I would consider a year from now would be an ap- 
propriate time to change it. 

Mr. Hitt. How would anybody know what to plant in 1956, on 
beets, if you did not change the Sugar Act until after the crop was 
in? I am talking about ‘beets, not sugarbeets. Beets are planted 
every year. We do not have this fine thing that you folks have, to 
plant it one year and have it the next. 

Mr. Sprague. I suppose you would have to make it effective as of 
then. 

Mr. Hitt. That does not answer my question. Tell me how beet 
growers would know how to plant the first of May or the middle of 
April 1956; how would they know what to do? The beet grower 
would have no market. He would have no agreement, and the sugar 
companies in my area could not give him a contract, which they usu- 
ally give him in January or February or March. 

Mr. Spracve. I suppose he would base it on what he had been per- 
mitted to produce during 1956. 
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Mr. Hitt. You would let us assume, the sugarbeet growers assume, 
that he could go right ahead with this act and not have any changes? 

Mr. Spracvr. I would think he would expect that it would not be 
any worse, and that there might be some improvement, in view of what 
has happened. 

Mr. Hux. In other words, he could not be any worse off. 

Mr. Spracur. He could not be any worse off under this present 
act, and he might be a little bit better off. 

{ Laughter. | 

Mr. Huw. I think you are right, that he could not be any worse 
off than he is under this bill. 

What changes would you recommend ? 

Mr. Spracue. You mean, in the new bill? 

Mr. Hitz. We have no choice. The bill ends. I am being factual 
about this now. 

Mr. Spracue. I think that once this act runs out—— 

Mr. Hix. It is going to run out. 

Mr. Sprague (continuing). Then you have no obligation to these 
Cuban people beyond that—no moral obligation or any commitment. 
And after that, you can then give this domestic producer a better 
break—give him 55 percent of the increase, and so forth. 

Mr. Hitz. It would be perfectly all right with you if we would write 
a bill today providing we put the date January 1, 1957? 

Mr. Spracur. That is all right. That is all you promised these 
people, is that you will stick to this through 1956. 

Mr. Hiri. You would agree with this legislation if it takes effect 
when this bill expires; is that correct? I mean, you would agree 
that the bill that we have is all right? 

Mr. Sprague. I think that there would be more basis for doing it 
than there is today. 

Mr. Hitz. That is not any answer. 

Mr. Spracue. I would not be particularly happy about it, but I 
would see more reason for doing it. 

Mr. Hiww. But you would agree to the 45-55 change, then? 

Mr. Spracve. I think that is probably a fair arrangement. 

Mr. Huw. You goa long way. Thank you. 

Mr. Bass. Mr. Sprague, I think you are quite an important figure as 
comptroller and director of the American & Foreign Power Co., Inc. 
That is quite a title. 

I see you are interested in sugar. I wonder exactly what connection 
there is between electric power and sugar. 

If all of the stops were to be pulled out in the production of sugar 
in America, what percent of the consumption could we produce in 
America? 

Mr. Spracue. I think you have given me a fine buildup. I do not 
think that my qualifications that you have referred to would make 
me an expert on that particular matter, as to what we could consume 
if all of the stops were pulled out. I do not know, frankly. 

Mr. Bass. There was a gentleman here from Washington State, I 
believe, yesterday, who aad that he believed that if we were allowed 
we could produce almost as much sugar as we could consume, that is, 
all over America. 

Do you endorse the present Sugar Act? 

Mr. Spracur. That is right. 
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Mr. Bass. You endorse the payment of subsidies to the American 
grower in lieu of letting him grow as much sugar as he wants to? 

Mr. Spracur. Let us say that I do not endorse it, but I am not 
opposing it. 

Mr. Bass. Of course, you understand it has cost nearly a billion 
dollars to operate the sugar program. I come from an area where 
we do not raise any sugar beets. 

The point I am getting at is that my taxpayers down in Tennessee 
are subsidizing the sugar growers in Cuba and Louisiana and the 
sugar consumers in New York. 

Being a power man and having the philosophy that you have 
toward sugar, do you not believe that this minimizes the argument 
that the power company has, that the taxpayers of New York are 
subsidizing my power bill in Tennessee ? 

Mr. Spracur. Well, that is one way of looking at it. 

Mr. Bass. Do you agree with that philosophy, that it sort of 
minimizes the argument; does it not? 

Mr. Sprague. Perhaps. 

Mr. Bass. Thank you. 

Mr. Poacr. Just before recognizing anybody else, I wonder if in 
view of the fact that we are amply able to accommodate the mem- 
bers of the committee up here, if some of our guests would not care 
to come up and occupy the seats down here that are vacant. You 
may subject yourself to questioning, but we will be glad to have you 
come up to occupy these seats here, if you will. 

Mr. Anpresen. The Cuban Electric Co. is a wholly owned sub- 
sidiary of American & Foreign Power? 

Mr. Spracur. The Cuban Electric Co. is a Florida corporation, 
and about 97 percent of all of the common stock is owned by the 
American & Foreign Power Co. There is a small minority interest 
in the common stock. 

Mr. Anpresen. And the parent company, does it operate largely in 
foreign countries ? 

Mr. Spracur. The American & Foreign Power Co. operated entirely 
in foreign countries. 

Mr. Anpresen. Not within the United States? 

Mr. Spracur. None whatsoever. We operate in 11 Latin American 
countries. 

Mr. Anpresen. As I understand it, a large part of the capital pro- 
vided to the parent company comes from Americans? 

Mr. Spracve. I woule say a very substantial part of it. 

Mr. Marruews. I just want to follow up the thought that I pre- 
sented yesterday about the value of exports from this country to 
Cuba. The first point I would like to make is that even if this pro- 
posed legislation goes into effect in the immediate future, is it not 
true that we would have a right to expect almost this $428 million 
worth of exports to continue going to Cuba, because the percentage 
of Cuban sugar that would be cut would be a rather small percentage! 

Mr. Spracue. I think that is a reasonable conclusion. 

Mr. Matruews. Just this one other thought that I would like to 
keep elaborating on as we talk with our witnesses, that we must not 
overlook the fact I think it was estimated last year that the hee 
value of wages and services and goods in the United States was about 
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$300 billion. So, of course, the greatest market for American goods 
isin America. We all realize that. 

Mr. Spracve. Yes. 

Mr. Marrnews. Naturally, we are interested in export trade, and 
particularly in cooperating with our friends. That is the one thing 
that is particularly appealing to me, is our friends. 

The American taxpayer, I think, makes sacrifices to keep up our 
friendships. 

Again, I think it is very important that we realize sometimes that 
the material advantage in foreign trade might not be there to the ex- 
tent that we might think. 

This one final thought: This is the Committee on Agriculture. I 
believe it is true that as we look at what the farmers obtain from 
Cuba, that perhaps the value of the agricultural imports exceed the 
value of our agricultural exports. In other words, the balance of 
trade is not in favor of the American farmer. I thik we all agree 
on that. 

Mr. Spracur. I am sure you realize that Cuba does import a lot 
of corn and wheat, and so forth, from the States. 

Mr. Marruews. That is right, but the balance there is not in favor 
of the American farmer. It is in favor of American industry, but 
not in favor of the farmer. 

Mr. Spracue. You are absolutely right. 

Mr. Marrnews. Thank you. 

Mr. Poage. Thank you so much, Mr. Sprague. 

Mr. Spracur. Thank you. 

Mr. Poage. We are going to call next Mr. John O’Donnell, of the 
Philippine Sugar Association. Is Mr. O'Donnell, representing the 
Philippine Association, present? 

(No response. ) 

Mr. Poaag. Evidently he is not. 

We will next hear, then, from Mr. Oscar L. Chapman, counsel for 
the Union Nacional de Productores de Azucar, S. A., de C. V. 
(Mexico). 


STATEMENT OF OSCAR L. CHAPMAN, COUNSEL FOR UNION 
NACIONAL DE PRODUCTORES DE AZUCAR, S. A, DE €. V. 
(MEXICO) 


Mr. Cuapman. Mr. Chairman and members of the committee, I re- 
gret that Mr. O’Donnell is not here, because I feel that the Philippine 
interests should be represented. I am sure that it is some error on his 
part, or some mistake. ' 

Mr. Poage. We are delighted to have you here. 

Mr. Hinxn. Mr. Chairman, I would like to say a nice word about 
this gentleman. He is one of my Democratic colleagues that I love 
a lot. He is from the State of Colorado. He was a former member 
of the Cabinet. Oscar, I appreciate your coming before this. com- 
mittee. And to show the broadness of the thinking of Coloradans, 
he is going to be on the other side of this argument. I hope the com- 
mittee will listen to what you say, as I know they will. I know it will 
be worth while listening to, because I am sure he is going to represent 
some other foreign country. That is a good thing for us to know a 
little bit about the production of sugar in some other country. 
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Mr. Poser. He is representing my good neighbor. 

Mr. Cuapman. Thank you for that plug, Bull. 

My name is Oscar L. Chapman. I am appearing here on behalf of 
the Association of Sugar Producers of Mexico, which has a very vital 
stake in the legislation now pending before this committee. This op- 
portunity to seers and testify is most sincerely appreciated by the 
association and by the many thousands of our good friends in Mexico 
who depend upon their sugar industry for their livelihood. 

On June 17 I filed, in the House of Representatives, a petition on 
behalf of the sugar producers of Mexico, which was duly received and 
referred to your committee. This petition states the affirmative case 
of the Mexican sugar producers. In order to save the time of the 
committee, I vuapaatiely request that the text of the petition be 
incorporated in the record. 

Mr. Poace. Without objection, that will be done. 

Mr. Cuapman. It will be approximately 15 pages. 

Mr. Poage. As stated, it will be incorporated into the record at 
this point. That is a very excellent book that you have out. I want 
to say that I read it with interest. 

Mr. Cuapman. We believe we can support every fact we stated in 
that book, and I thank you for that statement. 

(The petition referred to is as follows :) 


PETITION OF UNION NACIONAL DE PropucTorEs DE Azucar, S. A. pE C. V., For AN 
INCREASED QUOTA UNDER UNITED States Sucar LAw 


Union Nacional de Productores de Azucar, 8. A. de C. V. (Union Nacional), 
respectfully petitions the Congress of the United States to give consideration in 
the course of its deliberations on pending sugar legislation, to the case of Mexico, 
for an increased quota under the United States law. 

Your petitioner respectfully requests that Mexico be given a quota equal to 
2 percent of United States sugar consumption and will show herein that such 
a quota is fully justified. 

Petitioner is not opposed to the proposals now pending before Congress to in- 
crease the quotas of domestic sugar producers. It is the position of Union 
Nacional that this is a matter of internal public policy of the United States and 
it does not seek to influence that policy. Petitioner seeks solely to obtain a fair 
and equitable share of that portion of the United States market which will be 
allocated among foreign suppliers. 

Union Nacional de Productores de Azucar, 8S. A. de C. V., is a nonprofit corpora- 
tion organized under the laws of Mexico for the purpose of coordinating the 
production, processing, and sale of Mexican sugar. Its membership consists of 
all of the processors of sugar in Mexico. It is governed by an 18-member board 
of directors, 3 of whom represent the Mexican Government. 

The principal functions of Union Nacional may be summarized as follows: 

(a) To make credits available to its members for the production of sugar 
in the mills as well as in the fields. 

(b) To manage the distribution and sale of sugar produced by its members. 

(c) To stimulate the consumption of sugar. 

Union Nacional submits this petition in its own right and does not purport 
to speak for the Mexican Government. The arguments and opinions stated herein 
are those of the Union. It is appropriate to state, however, that the Government 
of Mexico, through its Embassy in Washington, has been and is supporting the 
efforts of Union Nacional to secure a fair and reasonable sugar quota under 
United States law, and it has made appropriate representations to the United 
States Department of State. Copies of memoranda presented to the State De- 
partment by His Excellency Senor Don Manuel Tello, Mexican Ambassador to the 
United States, are attached hereto as exhibits 1, 2, and 3. 

The Mexican people are looking to the United States to use the occasion of 
the revision of the Sugar Act of 1948 as amended, to correct the gross inequities 
in the treament of Mexico under the present law. The sugar industry is the 
fourth largest industry in Mexico. It represents a livelihood and a reasonable 
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standard of living for more than a half a million persons. In terms of United 
States sugar consumption Mexico's request is negligible. It is of critical impor- 
tance, however, to the Mexican sugar industry and to the entire economy of 
Mexico. 

As will be shown, the Mexican sugar industry today faces a grave crisis, 
because of the operation of forces beyond its control. The crisis can and should 
be averted by the relief requested herein. 

Mexico is a sincere friend and good neighbor of the United States. It is in 
view of this longstanding friendship that the Mexican sugar industry believes 
that it may present its case frankly, openly and in plain language. 


I. SUMMARY STATEMENT OF THE CASE 


In support of its position that it is equitably entitled to a sugar quota equal to 
2 percent of United States consumption, petitioner will show as follows: 

(a) Mexico is the largest purchaser of United States products of any foreign 
sugar quota country. Mexico needs exports to the United States in order to 
maintain its level of imports from the United States. This situation is given 
no recognition in the present quota distribution. 

(b) The present method of establishing sugar quotas discriminates against 
Mexico because it fails to accommodate efficient new industry and tends to stifle 
competition and foster monopoly. 

(c) Mexico is the only country in a position to supply sugar to the United 
States by land in the event of emergency, just as it has been a supplier of other 
strategic materials for the defense of the United States. 

(d@) Mexico is the only foreign quota country which has been and is making 
a direct contribution to the domestic sugar industry of the United States by 
supplying needed agricultural labor. 

(e) The preferential position under United States law enjoyed by countries 
with large sugar surpluses enables them to depress the world price for sugar to 
the detriment of the small quota countries. 

(f) The sugar industry of Mexico is faced with a grave economic crisis brought 
about by the quantitative limitations imposed on its sales in the world as well 
as the United States market. 

(7) Mexico’s proposal gives due recognition to the historic position of foreign 
quota countries and yet provides a margin for making adjustments in accord- 
ance with present day economic consoiderations. 

(h) Mexico’s request for a quota of 2 percent of United States consumption 
is fully justified in the light of reasonable economic standards. 


Il. THE PRESENT MEXICAN QUOTA UNDER THE UNITED STATES SUGAR ACT IS 
UNREALISTIC AND UNFAIR 


Mevico’s present sugar quota bears no reasonable relationship to the total 
economic relations between the United States and Mexico 


Mexico is the largest customer of the United States in all of Latin America, 
including Cuba. 

For many years, Mexico has consistently ranked as the third or fourth largest 
purchaser of United States products and services in the entire world. In 1954 
alone, United States exports to Mexico totaled $627.7 million. 

The balance of United States-Mexican trade has been overwhelmingly favorable 
to the United States. Over the 3-year period, 1952-54, inclusive, Mexico has 
had an unfavorable balance of trade with the United States of approximately 
$846 million. In 1954 the unfavorable balance was $299.8 million. For every 
dollar the United States spent in Mexico, Mexico spent $1.91 in the United 
States. 

It is elementary that Mexico cannot indefinitely sustain this level of imports 
without reasonable access to United States markets. 

Mexico is one of the world’s most efficient producers of sugar. Her sugar 
industry is one of the most important segments of her economy. Mexico now 
has a surplus of more than 300,000 tons and this surplus is increasing every year 
despite restrictions on production. Every sound principle of United States trade 
policy would indicate that Mexico should be given a share in the United States 
sugar market bearing a reasonable relationship to her ability to produce and to 
her balance of trade with the United States. 

Yet Mexico finds herself effectively debarred from the United States sugar 
market by the operation of the outmoded legislation now in effect. Moreover, 
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that legislation perpetuates preferential treatment for her competitors whose 
trade relations with the United States are not anywhere near as advantageous 
to the United States as are those of Mexico. An examination of present quotas 
and trade figures will bear out these observations strikingly. 


TaBLeE No. 1.—Comparative position of Mexico and principal sugar quota 
countries in terms of United States trade, 1954 
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TaBLe No. 2.—Sugar quotas of Mexico, Cuba, and principal full duty countries, 
1954 
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If the above figures are examined, the inequity of the treatment accorded 
Mexico under current law will be apparent on its face. During 1954 alone, 
Mexico’s purchases from the United States exceeded the combined purchases 
of the principal quota countries, Cuba, the Dominican Republic, and Peru, by 
$51 million. 

Mexico’s unfavorable balance of trade with the United States, $299.8 million 
last year, was more than 6 times as great as the balances of all of the quota 
countries combined. 

In terms of access to the United States sugar market, Mexico’s position was 
even worse. Despite the fact that Mexico, as a customer, bought more from 
the United States than Cuba, the Dominican Republic and Peru combined, she 
was allowed to sell to the United States only four-tenths of 1 percent of the 
amount of sugar purchased by the United States from those. countries. 

Cuba’s preferential treatment under the Sugar Act is often justified on the 
ground that she is an important purchaser of United States products and hence 
important to the United States economy. This is particularly interesting in 
view of the fact that Mexico’s purchases from the United States last year 
exceeded Cuba’s by approximately $200 million. Nevertheless, Cuba was per- 
mitted to deliver to the United States 2,723,400 tons of sugar, 50.6 percent of 
her production, while Mexico was allowed only 12,200 tons, 1.26 percent of her 
production. 

During 1954, Mexico’s purchases in the United States were more than 12 
times those of the Dominican Republic. But, the Dominican sugar quota was 
approximately two and one-half times that of Mexico. 

In the same year, Mexico’s United States purchases were more than six times 
those of Peru. But, Peru’s sugar quota was almost five times that of Mexico. 

Mexico’s balance of trade with the United States in 1954 was unfavorable to 
Mexico by approximately $300 million. Cuba’s balance was unfavorable by only 
about $27 million. Peru’s trade was substantially in balance, and the Domini- 
can Republic had a favorable balance of $20 million. 

It should be apparent that there is something radically wrong with any 
legislative scheme which produces and perpetuates such unreasonable econemic 
results. The Sugar Act, by its own terms, is an act “to promote the export 
trade of the United States.” Moreover, the very essence of United States foreign 
‘trade policy is to open the doors of trade to those whose doors are open to 
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United States products and services. Certainly, it could not have been the 
intent of Congress to impose permanently on Mexico, or any other country, a 
quota system which did not recognize the economic facts of life today. That 
is one reason why the Sugar Act requires periodic renewal. It was recognized 
that periodically adjustments would be required. 

Now is the time to make a realistic adjustment in the quota position of Mexico 
which will give reasonable consideration to the totality of Mexico’s economic 
relations with the United States. 


The present method of establishing sugar quotas for full-duty countries is 
inherently discriminatory against Mexico 

The present method of establishing sugar quotas for foreign countries is 
inherently discriminatory against Mexico. This is because it is based upon 
the use of a yardstick which was not designed for and cannot apprepriately 
be applied to a country in the situation of Mexico. 

The Sugar Act of 1948, as amended, as well as its predecessor acts, provides 
for the establishment of sugar quotas for the full-duty countries by reference 
to importations during a selected base period. For example, the 1951 amend- 
ment provides: 

“Ninety-five per centum of the quota for foreign countries other than Cuba 
and the Republic of the Philippines shall be prorated among such countries 
on the basis of the average amount imported from each such country within 
the quotas established for the years 1948, 1949, and 1950. * * *” (See. 201 (c) 
7 U.S. C. A: 1112 (c).) 

From this, it will be seen that the quotas allotted to the full-duty countries 
are governed by their shipments of sugar to the United States during a past 
base period, during which base period shipments were in turn limited by 
shipments during a prior base period. If this method is again carried forward 
in the pending legislation, it will mean that we will be dealing. with the 
problems of the 1960's in terms of the economics of the 1930’s. Surely there 
must come a time when a realistic reassessment of the sugar problem must 
be made in terms of the political and economic equities of today. 

There are many who seize upon the base period approach to quantitative 
restrictions of commodity imports because of its seeming simplicity and impar- 
tiality. These are superficial virtues. The fact is that this approach is neither 
simple nor impartial. It is not impartial because it discriminates against 
new producers no matter how efficient. It is not simple because it creates 
political and economic problems of a magnitude far greater than those it solves. 
In short, rigid and inflexible adherence to past economic patterns stifles com- 
petition and destroys initiative. This is a high price to pay for administrative 
simplicity. 

The case of Mexico presents a good illustration of the inequity of perpetuating, 
without adjustment, the base-period method of establishing quotas under the 
United States Sugar Act. 

When the first quotas were established by Congress and the Secretary of 
Agriculture under the Jones-Costigan Aet, the base period method represented 
a logical and sensible approach to the problem of initiating import restrictions 
on sugar. All United States suppliers were in the same position. All faced a 
cutback of their sugar shipments to the United. States. Congress was seeking 
a way to make this cutback in a fair and nondiscriminatory manner. The base 
period method was evolved as a method for imposing the restrictions impartially 
upon all of the similarly situated claimants for a share of the United States 
market. It was designed to permit the suppliers to share in the restricted 
market in the same relative proportion that they had supplied the unrestricted 
market. 

It would be preposterous to assume that in selecting this method for allocating 
a cutback in the United States sugar supply, Congress intended to reserve to a 
handful of suppliers the exclusive right to participate for all time in the future 
growth of the United States sugar market. Yet this is substantially the effect 
of perpetuating the base period method in amendments and renewals of the 
Sugar Act without reevaluation and readjustment of quota positions. 

At the time of the passage of the Jones-Costigan Act (1934), Mexico had no 
sugar industry. The Mexican sugar industry, as will be shown herein, developed 
later for sound economic reasons as an integral part of the development of a 
diversified Mexican economy. Surely Congress did not intend to discriminate 
against Mexico by excluding her from reasonable participation in the expand- 
ing United States sugar market. The base period device was designed as a 
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4 COMPARATIVE POSITION OF THE en 
MOST IMPORTANT BUYERS IN THE WORLD OF UNITED STATES PRODUCTS 
WITH SOME FOREIGN SUGAR QUOTA COUNTRIES ADDED, 1954 
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means for avoiding discrimination in applying a reduction in shipments among 
the then existing United States suppliers. Yet it is being converted into an in- 
strument of discrimination by its application in a manner which was never 
intended. It is being applied with reference to an expanded and expanding 
market to countries with no base period history as mature, competitive suppliers. 

Where parties are similarly situated, the application of one standard to one 
and of another standard to the other, to the detriment of one of the parties, 
would be universally condemned, The effect is the same, where parties are 
differently situated and the same standard is applied to them, to the benefit of 
one and the detriment of the other. 

This is not a new problem in international trade policy. The necessity for 
according fair opportunity to new industry has been recognized in the General 
Agreement on Tariffs and Trade (GATT) and in the Habana Charter for an 
International Trade Organization. The position of the United States has al- 
ways been strongly in favor of the recognition of the right of new, efficient, com- 
petitive producers to participate in world markets despite existing quantitative 
restrictions on commodity trade. 

Article XIII of GATT establishes the rules for the administration of quantita- 
tive restrictions. The policy of the article is that a country imposing such quotas 
should aim at a distribution of trade approaching as closely as possible the divi- 
sion of trade that would have existed if there had been no restrictions. This 
carries with it the underlying policy that efficient new producers who would have 
participated in the trade in the absence of the restrictions will be allowed to 
participate fairly in the restricted market. The article has been carefully worked 
out to preserve this right. 

Paragraph 2 (d) of article XIII of GATT provides that where it is not rea- 
sonably practicable to establish quotas by agreement among all the parties, “the 
contracting party concerned shall allot to contracting parties having a substantial 
interest in supplying the product shares based upon the proportions, supplied by 
such contracting parties during a previous representative period, of the total 
quantity or value of imports of the product, due account being taken of any special 
factors which may have affected or may be affecting the trade in the product.” 
[Italics supplied. ] 

It is obvious that in the case of Mexico’s sugar quota, a base period rooted in 
a series of years before Mexico had a sugar industry, can hardly constitute a 
representative previous period. It is equally obvious that this is a special 
factor which has affected and is affecting her trade in sugar. This is the very 
type of case for which the flexibility in the article was intended. The use of a 





AMENDMENTS TO SUGAR ACT OF 1948 263 


pase period was not and is not intended as a straitjacket which would arrogate 
the entire market to a favored few suppliers solely because of the accident of 
ime. 

: Any doubt with reference to the above argument should be eliminated by con- 
sideration of paragraph 4 of article XIII which provides : 

“With regard to restrictions applied in accordance with paragraph 2 (d) of 
this article * * * the selection of a representative period for any product and the 
appraisal of any special factors affecting the trade in the product shall be made 
initially by the contracting party applying the restriction; Provided that such 
contracting party shall, upon the request of any other contracting party having 
a substantial interest in supplying that product or upon request of the contracting 
parties, consult promptly with the other contracting party or the contracting 
parties regarding the need for an adjustment of the proportion determined or of 
the base period selected, or for the reappraisal of the special factors involved, or 
for the elimination of conditions, formalities or any other provisions established 
unilaterally relating to the allocation of an adequate quota or its unstricted 
utilization.” [Latter italics supplied. ] 

Clearly the accepted international policy relating to quantitative restrictions 
contemplates realistic reappraisal and readjustments of quota positions from 
time to time based upon the equities of the current situation. The United States 
has been one of the chief proponents of this policy. 

The United States Government, in signing the Havana Charter for an Inter- 
national Trade Organization (ITO), on March 24, 1948, expressly recognized the 
principle that new producers should be allowed to enter the market if they can 
produce efficiently and economically, even if the trade in the commodity involved 
is subject to quantitative restrictions. Chapter VI of the Havana Charter, 
“Inter-Governmental Commodity Agreements,” provides (art. 63 (c)): 

“Such agreements (commodity control agreements) shall make appropriate 
provision to afford increasing opportunities for satisfying national consumption 
and world market requirements from sources from which such requirements can 
be supplied in the most effective and economic manner, due regard being had 
to the need for preventing serious economic and social dislocation and to the 
position of producing areas suffering from abnormal disabilities.” [Italics 
supplied. ] 

The principle that chapter VI of the Havana Charter should be a guide for 
intergovernmental commodity controls has been reaffirmed by the United States 
at each meeting of the United Nations Economic and Social Council (ECOSOC) 
and of the United Nations Food and Agriculture Organization (FAO). On at 
least three occasions, this principle was reasserted by BCOSOC with the strongest 
support of the United States. (Res. 296 (XI) Aug. 2, 1950; Res. 373 (XIII) Sept. 
13, 1951 ; and Res. 462 (XV) April 27, 1953). Asa matter of international policy 
therefor, there can be no doubt that the United States recognizes the necessity 
for affording fair and reasonable participation to new, efficient and competitive 
producers in markets subject to quantitative restrictions. 

Mexico’s sugar producers are among the most efficient in the world. Mexico’s 
price for sugar to its domestic consumers is the lowest in the world. Mexico’s 
geographic position makes her a natural supplier of the United States. Mexico’s 
ridiculously low sugar quota of only 11,445 tons is due to the historical accident 
that her sugar industry is new and that she was not a United States supplier 
during the years when the base period quota system was first applied. Common- 
sense demands that an adjustment be made at this time which will provide a 
fair and reasonable quota for Mexico, taking into account its efficiency, capacity, 
and total political and economie relations with the United States. 


The present United States quota system operates to undermine Mevico’s position 
in the world sugar market 


The major objective of the Sugar Act is to insure a sound economic price for 
sugar in the United®States. It was certainly not intended that the United 
States price should be used to weaken the price of sugar on the world market. 
Nevertheless, the effect of the present application of the quota system, which 
grants the largest United States quotas to those countries having the largest 
export surpluses of sugar, is to depress world prices. The way that this comes 
about will be demonstrated below. 

In 1954 the United States price for sugar averaged $103.80 per ton. The 
world market price averaged $65.20 per ton. Thus, for every ton of sugar 
sold to the United States the supplier obtained an advantage of $38.60 over the 
world market price. Since the largest United States quotas are allotted to the 
countries having the largest export stocks, such countries are in a position to 
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undersell small-quota countries such as Mexico on the world market and still 
realize a comfortable profit on total sales. In other words, to the extent that 
such countries are willing to apply their profits from United States sales to the 
reduction of prices on the world market, they are in a position to squeeze out 
competition and extend their total sales. 

The extent of this leverage on the world market becomes strikingly apparent 
when it is considered that for every ton of sugar sold to the United States 
the supplier is in a position to sell 1 ton of sugar in the world market at a discount 
of 59 percent and still realize the average world market price for both sales. 

The ability to cut prices on the world market varies directly with the size of 
the supplier’s United States quota. Moreover, the higher the percentage of 
the supplier’s United States sales to his total sales, the greater is his ability 
to cut his prices on the world market. 

In 1954, for example, Cuba sold 2,723,401 tons of sugar in the United States 
market and her world market quota amounted to 1,980,000 tons. Fifty-eight 
percent of Cuba’s sales were to the United States. The effect of this was to 
place Cuba in a position to cut its price on sales to the rest of the world 
by 81 percent, if it so desired, and still realize the average world price on its 
teta] sales. Other countries with large United States quotas and large export 
surpluses enjoy the same power over world prices in varying degree depending 
upon the size of their United States quota. The extent to which this power is 
utilized is determined, of course, primarily by the supplier’s efforts to maximize 
his profits. 

It was this United States support which enabled the countries with large 
United States quotas to establish a minimum world price of only $65 per ton for 
raw sugar in the International Sugar Agreement of 1953. This minimum price 
was too low for Mexico and other small United States quota countries, but it 
was forced upon them by the huge export eountries which were subsidized by 
their large volume United States sales at high prices. 

As a practical matter this is tantamount to the United States subsidizing the 
dumping operations of Cuba on the world market. 

It must be obvious that the present application of the quota system has a 
very substantial impact upon the economic position of the Mexican sugar indus- 
try in its trade with the world. 

It is sometimes argued that Mexico cannot complain of restricted access to 
the United States market because it has had no history of substantial sugar 
shipments to the United States. Therefore, it is contended that Mexico cannot 
complain of losing what it never had. This is like saying that the United States 
could not complain of the refusal to allow a new United States industry to enter 
the Mexican market simply because it had never operated there before. Fur- 
thermore, the economic fallacy of this argument is clearly indicated by the 
situation described above. 

Every sound concept of equity and economies establishes that Mexico as a 
new and efficient producer should receive recognition as a participant in the 
United. States domestic market. Even if it should be assumed, however, that 
Mexico could not establish a valid claim as a new producer to participation in 
the growth and expansion of the United States sugar market, certainly Mexico 
has a right to participate in the markets of the world on a free and equal basis. 
It was never intended that the operation of the United States Sugar Act should 
infringe that right, but its present application does have that effect. 

Mexico now finds herself excluded substantially from the United States market 
while the United States, in effect, underwrites her competitors in their sales to 
the rest of the world. This competitive advantage is being used to support 
dumping operations on the world market. This is in contradiction to the prin- 
ciples of international fair business practice which the United States has always 
ardently supported. This is an important factor which should be taken into 
account when revising United States sugar law. 


Ill, NATURE AND ORIGINS OF MEXICO’S SUGAR PROBLEM 


The Mexican national industrial development policy 


The Mexican sugar industry developed as an integral part of the Mexican 
national industrial development policy. For many years Mexico has had a 
crucial exchange problem. A fundamental objective of the national industrial 
development policy was to find a long range solution to the dollar problem in 
order to give Mexico a balanced and stable economy. 

In order to accomplish this objective, it became necessary to develop the 
Mexican economy so that it would produce domestically those products which 
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Mexico can most efficiently produce. This would eliminate imports which were a 
drain on dollar .reserves and provide a source of foreign exchange through the 
export of such products. 

The national industrial development policy has emphasized diversification of 
foreign trade and national production in order to promote industrial develop- 
ment while achieving, at the same time, a reasonable balance between exports 
and imports. The sugar program is just one part of the overall plan. Such 
diversification is in line with the foreign economic policy objectives of the 
United States Government as expressed in various United States programs for 
Latin America and similar areas. 

The Mexican policy of economic diversification is designed to develop existing 
resources and open up new avenues of income from abroad. This process will 
in turn create additional Mexican markets for United States products and 
services. 

The development plan of the Mexican sugar industry 


As an integral part of the national industrial development policy, the Mexican 
sugar industry formulated its own development plan in 1950, geared to the sound 
objectives of the overall national plan. Sugar is one of those products which 
Mexico can produce most efficiently and therefore constitutes an important ele- 
went in the execution of the national policy. 

The national sugar dey elopment program has two principal objectives : 

(1) To supply. the rapidly increasing domestic consumption of sugar, and 

(2) To provide an export surplus of approximately 20 percent of production. 


SUGAR PRODUCTION OF Chart No.2 
MEXICO, CUBA AND THE PRINCIPAL FULL DUTY COUNTRIES, 1954 


MEXICO 


2 3 
MILLIONS OF SHORT TONS 
Raw Value 


This export surplus was required; first, to pay for the capacity necessary to 
satisfy domestic needs and, second, to enable the sugar industry to discharge its 
obligations under the national policy by providing a source of additional foreign 
exchange. Such: an export surplus, while vital to the success of the Mexican 
plan, is infinitesimal in relation to United States requirements and world sugar 
consumption. 

In accordance with these objectives, production ‘goals were established in 
1950 and the necessary investment in capacity was made. 

Mexico’s sugar industry before World War II was composed of about 80 mills, 
most of them producing less than 6,000 tons per crop. Their machinery was 
antiquated and inefficient. Between 1941 and 1946, Mexico was obliged to 
import more than 800,000 tons of sugar. 


65704—55——_18 
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As a result of these factors, a program for the modernization and expansion 
of the sugar industry was undertaken. This program was successfully accom. 
plished by dint of great effort on the part of the Mexican sugar industry and 
represents long-term investment of many tens of millions of dollars. The 
machinery and equipment for this modernization program was almost wholly 
bought in the United States. 

These efforts to establish a healthy and vigorous Mexican sugar industry were 
undertaken with the full knowledge and active assistance of the United States, 
Two of the most modern and largest capacity sugar mills in Mexico were 
financed through a $5 million credit extended by the Export-Import Bank of 
Washington. These mills, Xicotencatl, on the Laredo Mexico Highway, and 
Sanalona, on the Southern Pacific Railway of Mexico, were strategically located 
close to the United States border at points of easy access to the United States 
market. It is interesting to note that the capaciy of these two mills alone 
exceeds by more than 10 times Mexico’s entire quota under the current Sugar 
Act. 

As has been indicated, Mexico’s sugar production has been geared primarily to 
her domestic requirements. Between 1941 and 1954 Mexico increased her domes- 
tic consumption by 100 percent. Her small export surplus has been limited to 
the tonnages necessary to support her investment in required capacity and to 
afford a source of foreign exchange. Within this framework, Mexico has never- 
theless become one of the largest and most efficient sugar producers in the 
world. In tonnage of sugar produced, Mexico ranks ninth among all countries 
of the free world. In 1954, Mexican production was 968,000 tons. This amounted 
to 18 percent of Cuban production. In the same year, Mexico exceeded the pro- 
duction of Peru by 43 percent and of the Dominican Republic by 38 percent. 
With reference to quota countries under the Sugar Act, Mexico ranks first as a 
producer among all full duty countries and second, if Cuba, a preferential tariff 
country, is added to this group. 

The development plan formulated by the Mexican sugar industry was a 
reasonable and prudent approach to its problems. It is important to note that 
at the time the plan was promulgated, the world sugar market was free. Mexico 
had every reasonable right to except that it would be permitted to participate 
in the world sugar market on an equal competitive basis with all other countries. 
Moreover, Mexico had a right to expect reasonable participation in the United 
States market. Accordingly, long-term credit commitments were made and 
fixed debt obligations incurred. However, as will be shown herein, Mexico was 
not allowed free access to the world market. As a result, Mexico now finds 
itself, because of the operation of forces beyond its control, with a long-term 
investment in capacity which it is not allowed to use. 


The International Sugar Agreement of 1953 


In 1953 the United Nations, with the very strong support of the United States, 
sponsored a conference in London of all sugar exporting and importing countries. 
It is no secret that this conference came about as a result of the world sugar 
crisis caused by the enormous Cuban over-production in 1952. The United States 
was a dominant force in the conference. 

As a consequence of the London discussions, the International Sugar Agree- 
ment (ISA) was signed. Signatory nations voluntarily agreed to quantitative 
restrictions of their sugar trade in an effort to stabilize the market. The great 
bulk of the sugar trade outside of the United States is now regulated by the 
International Sugar Agreement. 

At the time of the London conference, the Mexican sugar industry had just 
reached maturity. Mexico contended for a quota of 150,000 metric tons which 
was entirely reasonable in the light of its investment and productive capacity. 
This request was cut in half. Mexico was allotted a quota of only 75,000 tons. 

As a result of the agreement, Cuba has combined ISA and United States 
quotas amounting to 81.1 percent of it# sugar-production. Haiti has combined 
quotas of 88.9 percent of its production; the Dominican Republic 79.1 percent, 
and Peru 44.9 percent. Mexico emerged with the smallest share of any of the 
principal quota countries. Its combined United States and ISA quota amounted 
to only 8.06 percent of its production. 

In terms of sugar available for export, Mexico’s disadvantageous position is 
even more apparent. In 1954, Mexico was permitted to ship only 25 percent 
of her sugar available for export. This compares with 85 percent for the Domi- 
nican Republic, 49.9 percent for Peru (if estimated on the basis of the ISA 
quota offered Peru), and 69.4 percent for Cuba despite her great overproduction. 
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The fact is that Cuba, which caused the world sugar crisis in the first instance, 
actually benefited by her overproduction in terms of ISA quotas, at the expense 
of the other countries. This occurred hecause of the desire to bail Cuba out of 
her self-imposed plight by giving her a generous world quota. 

It is also interesting to note that those parties which refused to cooperate with 
the United States and the other countries have profited by their refusal. For 
example, at the international conference, Peru was offered a quota of 308,000 
tons. Peru refused to accept this limitation and did not sign the international 
agreement. Asa result, Peru was able to sell 418,000 tons on the world market in 
1954. Meanwhile, the quotas assigned to the signatory countries were reduced 
by 20 percent in 1954. 

The elementary injustice of this type of situation must be apparent. Mexico, 
which has cooperated with the United States and the other nations in every way, 
finds herself practically shut out of the United States market and drastically 
curtailed on the world market. Meanwhile, Peru, which elected not to cooperate, 
enjoys almost five times Mexico’s United States quota. In addition, it is able 
to export six times as much as Mexico to the rest of the world. 

The London Conference also established a minimum world price for sugar. 
Here again, United States sugar policy had a heavy and vital impact. As has 
been shown, for every ton of sugar sold under the United States quota, the sup- 
plier is in a position to lower its price on a ton of world market sugar by 59 
percent and still realize the average world price on its total sales. Because of this 
circumstance countries with large United States quotas were in a position to 
press for and establish the very low minimum world price of $65 per ton for 
raw sugar. The theory of this operation is that by virtue of being underwritten 
by the United States, they could still operate at a comfortable profit and squeeze 
out competition at the same time. The long run result of such operations, if 
it is allowed to continue, can only be to destroy free competition and establish 
a virtual monopoly of a handful of suppliers. 


Effect upon the Mezican sugar industry 

The inevitable result of the developments discussed above has been to cripple 
seriously the Mexican sugar industry. 

Under the development program of 1950, Mexico’s sugar industry invested 
heavily in increased production capacity. This was accomplished through long- 
term credits made available by Financiera Nacional Azucarera, S. A., with the 
support of official financial institutions of the Mexican Government. The ma- 
chinery and equipment already installed provides the industry with an annual 
capacity of 1,400,000 short tons of sugar. 

This capacity is not large for Mexico. It represents an export surplus which 
is entirely insignificant in terms of the world market. Nevertheless, because 
of the operation of the limiting forces discussed above, over which Mexico had 
no control, Mexico is now faced with disastrous sugar surpluses. 

The following table shows how the surpluses of Mexican sugar have 
accumulated. 


TaBLe No. 3.—Stocks at December 31, short tons, raw value 
Year: 


These surpluses have accumulated at less than capacity operation of the sugar 
nills. Production has been curtailed by the suspension of credits for the plant- 
ing of cane acreage. The industry’s self-imposed reduction amounts to 25 
percent of capacity. 

The effect of the situation described above is apparent. Most of the Mexican 
mills have substantial long-term debts which were incurred to increase their 
capacity to a reasonably anticipated level of requirements. Instead of the 
planned increase, they are obliged to limit their production, thus making it 
impossible to amortize their long-term obligations. If this trend continues, it 
obviously means that these external forces may well bankrupt the industry and 
cause great hardship and suffering among the thousands of families who depend 
upon Mexico’s fourth largest industry for their livelihood. 

The only realistic relief available to Mexico is through fairer and more 
reasonable participation in the United States sugar market. It must be recog- 
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nized that the operation of United States sugar policy has had a heavy influence 
on the factors discussed above which have been at the root of Mexico's difficulty, 
Moreover, most of Mexico’s trade, both actually and naturally, is with the United 
States. Mexico, therefore, feels justified in making a frank statement of its 
problem and turning to the United States for relief. 


IV. MEXICO’S STRATEGIC IMPORTANCE TO THE UNITED STATES 


Mexico is the only country, besides Canada, with which the United States has 
a common border. The geographic position of Mexico to the south has thus the 
same significance as the position of the United States neighbor to the north. 

Strategically this means that Mexico’s as well as Canada’s supplies to the 
United States are not dependent upon uncertain lines of communication as is 
the case with all other suppliers of raw materials and commodities which the 
United States has to import. In the event of an emergency, Mexico is in a 
position to play a major role as she did in World War II in providing strategic 
materials for defense. 

Sugar is basie to the American diet and was drastically rationed in World 
War II. Mexico is the only foreign supplier of the United States which can 
supply sugar by rail or truck. Submarine war potential has increased and is 
increasing to a point which would make the offshore raids of World War II as 
obsolete as the H-bomb has made the TNT blockbuster. Overland transportation 
of sugar in a future war may be the only effective source of supply and Mexico 
is the only foreign country which can supply sugar by overland transportation, 

Moreover, Mexico is of major importance to United States industry as a 
substantial supplier of basic strategic commodities. Mexico provides 32 per- 
cent of United States supplies of cadmium; 25 percent of its supplies of anti- 
mony ; 25 percent of fluorspar ; 20 percent of graphites ; 20 percent of supplies of 
lead, and 22 percent of United States supplies of zinc. Mexico contributes up 
to 14 percent of United States supplies of celestite and cordage fibers and sisal. 
United States security interests are firmly linked with the above raw materials 
available from Mexico. Antimony, cadmium, and fluorspar are on the United 
States stockpile list of strategic materials. They constitute an important con- 
tribution to the military potential of the United States and the free world. 

Mexico has also become important in recent years as a supplier of manpower. 
Under agreement with the United States, many thousands of Mexican agri- 
eultural laborers have worked in the cotton and sugar beet fields of the United 
States to alleviate a serious manpower shortage. During 1954, these laborers 
numbered more than 309,000 in 22 States. 


Taste No. 4.—Distribution by States of Mevican agricultural workers, 1954 
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Total workers 309, 033 
Source: U. 8. Department of Labor, Farm Placement Service, Foreign Labor Division. 


It is significant that of all of the foreign claimants for a share in the sugar 
market of the United States, Mexico alone has made a direct and important 
contribution to the domestic sugar industry of the United States. 


Vv. THE EQUITIES OF THE CASE DEMAND A SUGAR QUOTA FOR MEXICO EQUAL TO AT 
LEAST 2 PERCENT OF UNITED STATES CONSUMPTION 


The equities of the situation require an adjustment of Mewico’s quota position 


Mexico appreciates the importance of the history of United States sugar 
imports in formulating future United. States sugar policy. It is submitted, 
however, that any system, even though based squarely on a historic approach 
to quantitative restrictions on imports, must have sufficient flexibility to permit 
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adjustments from time to time when the situation warrants. I must be appar- 
ent that Mexico’s case is unique. Mexico’s case warrants individual and specific 
consideration. 

What is said for Mexico pertains as well to other special situations. It is 
recognized that special considerations apply to the domestic sugar producers 
and to the special history of Cuba in United States sugar trade. Therefore, 
it is suggested that no rigid formulistic approach can be adopted which will do 
equity to all parties. Any general approach must be tempered with judgments 
designed to recognize the special situations referred to. 


Mevico’s position apropos of the domestic United States sugar producers 


It is the position of the Mexican claimants for a larger share of the United 
States sugar market that they have no right to seek to determine domestic 
United States policy. The treatment of the domestic sugar industry is consid- 
ered to be solely within the province of United States public policy, to be decided 
by the administration and by Congress. Accordingly, Mexico does not oppose 
current proposals which have been made for readjustment of the share of the 
United States sugar market to be allotted to domestic producers. On the con- 
trary, Mexico specifically recognizes the interest of the Congress in sustaining 
a healthy, competitive United States sugar industry. 

Mexico’s claim is solely for a fair, reasonable, and equitable share of that 
portion of United States consumption which is to be allocated among foreign 
countries. Mexico submits that in this area, it has a right to equal considera- 
tion With all other foreign countries, particularly since United States policy in 
this connection has had and must continue to have a direct and vital impact 
upon Mexico. It is submitted that in addition to the traditional consideration 
of historie patterns, other important indicia such as purchases from the United 
States. United States trade balance, and geographic location, should be taken 
into account in the allocation of quotas after the requirements of the domestic 
industry have been met. 

Mexrico’s position with refcrence to Cuba 

It would be unrealistic to propose that the history of Cuba's participation in 
the United States sugar market be ignored in proposed legislation. Even 
though Cuba’s quota position is far out of proportion to its importance as a 
market for United States products, and even to its relative position as a sugar 
producer, special problems relating to Cuba must be recognized. They should 
not be recognized, however, to an extent which would unfairly discriminate 
against other claimants for a share of the United States market. A reasonable 
compromise must be arrived at. 

The Sugar Act of 1937 guaranteed Cuba 28.6 percent of United States con- 
sumption. This floor was reenacted in the Sugar Act of 1948 and in the 
amendments of 1951. Under the present law, Cuba has the right to supply 96 
percent of any increases in United States consumption as well as the right to 
supply the bulk of the deficits in the quotas of other suppliers. These increased 
benefits have averaged more than 700,000 tons per year for the past 7 years. 

The clear congressional intent at the time of the 1948 statute and the 1951 
amendment was that the increased benefits to Cuba were to be temporary in 
order to make it possible for Ouba to adjust to a period of declining demand 
in the world market. 

In the years 1948-54, Cuba’s marketing of sugar in the United States has 
averaged 2,959,000 tons per year. This represented an excess over Cuba’s 
statutory share of 28.6 percent aggregating 4,913,000 tons. 

Cuba’s preferential tratment under the Sugar Act of 1948 and the 1951 
amendment has been justified on the ground that Cuba expanded its produc- 
tion during the Second World War in order to take care of the United States 
wartime needs. But the fact is that the principal expansion in the Cuban 
production and the overproduction which caused the world sugar crisis 
occurred after the war. 

In the prewar years, 1938-41, Cuba’s annual production averaged 3,149,000 
tons. 

During the war period 1942-46, Cuba’s annual production averaged 4,033,000 
tons. 

In the postwar years 1947-51, Cuba’s production averaged 6,272,000 tons. 

Thus it is apparent that while Cuba, during the war, increased her production 
by 28 percent as compared with her prewar peacetime production, her postwar 
production averaged 99 percent above prewar levels. 
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It has been suggested that the excess Cuban production was due primarily to 
anticipation of greater demand arising from the Korean conflict. The facts are, 
however, that the stepped-up production occurred before the Korean conflict and 
was continued after it was apparent that the Korean demand had failed to 
materialize and after it was apparent that quantitative restrictions would be re. 
quired to stabilize the world market. 

The Mexican sugar industry has no desire to single out Cuba to bear the brunt 
of the necessary readjustments in the quota structure. At the same time, how. 
ever, it is believed that it would be extremely unfair to bail out Cuba at the 
expense of the other foreign countries. 

It is suggested that a reasonable approach to this problem would be to continue 
Cuba’s guarantee of 28.6 percent of United States consumption and to work out 
an orderly amortization of the excesses which have been granted to Cuba as 
temporary relief from her emergency situation. With continuing increases in the 
United States consumption, such a plan would operate with a minimum hardship 
on Cuba and would afford the flexibility to make equitable adjustments in the 
quota positions of other claimants. 


A suggested approach to the allocation of foreign sugar quotas 


The most reasonable solution to the problem of allocating sugar quotas to 
competing foreign claimants would be one which gives due recognition to history 
and yet provides a margin for making adjustments in accordance with important 
economic criteria. Such a solution is entirely feasible in the present situation, 
and could be achieved as follows: 

1. Set aside for domestic United States producers approximately 55 percent of 
United States consumption as indicated in pending legislation. 

2. Set aside for the Philippines, 977,000 tons as guaranteed by treaty. 

3. Set aside for Cuba a statutory floor of 28.6 percent of the United States 
consumption. 

4. Set aside for each other foreign country as a floor, its actual deliveries dur- 
ing 1954. 


COMPARATIVE POSITION OF Chart No3 
MEXICO, CUBA AND THE PRINCIPAL FULL DUTY COUNTRIES, 
IN TERMS OF PURCHASES FROM THE UNITED STATES IN 1954 
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5. Distribute the remainder among Cuba and the full-duty countries by 
reference to their relative need for United States trade. The following stand- 
ards would be appropriate for measuring this relative need: 

(a) Purchases from the United States. 
(6) Balance of trade with the United States. 
(c) Degree of dependence upon United States markets. 
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6. Allocate deficits among foreign countries in proportion to their quotas. 
The operation of this approach will be more readily apparent by reference 
to actual figures, as indicated in the example below. 
Short tona, rate value 
Estimated consumption of the United States 8, 500, 000 
Domestic producers (55 percent) 4, 675, 000 
ohio N Eick aa Aabccisen dailies Rapes ao skid dance shintaina aia 977, 000 
Set aside for: 
SIE ER MO ici ns Soe sh as tah sei op ca tacts 2, 431, 000 
Mexico 12, 301 
- 062 
30, 012 


8, 197, 879 


Balance available for allocation to Cuba and the full-duty 
I in a ciaatirmticenrin dees esc pksplaailaan i bn sehigle aaah icone hint 2,121 


The method illustrated above, while it recognizes and gives weight to past 
experience, also provides a margin for the recognition of other equities. On 
the basis of an estimated consumption of 8.5 million tons there would still be 
302,121 tons for allocation among the full-duty countries and Cuba, in accord- 
ance with the standards suggested. At the same time the so-called historic rights 
of the claimants would be preserved. 

The quota requested by Mexico, 2 percent of United States consumption, would 
amount to 170,000 tons out of an estimated consumption of 8,500,000 tons. 
Assuming, in accordance with the approach suggested above, that there would 
be available for allocation among the competing foreign countries 302,121 tons 
of sugar in addition to their historic shares, it can readily be demonstrated 
that Mexico’s request for 170,000 tons is fair and reasonable by reference to the 
statutory standards discussed above. 


(a) Purchases from the United States 


Mexico’s position in comparison with the other Latin American quota 
countries as a purchaser from the United States is shown in the table below: 


TABLE No. 5.—Purchases from the United States, 1954 


Purchases 
(millions of 
dollars) 


$627.7 
428.2 
Dominican Republic. Str sic Rrdlccn Waiek vac vikoe \kabendpinaiteeds cave wal 52.0 
Haiti_....- : SR aR ae oh id oe es ae aenaaaiedberal 35.8 
Nicaragua. - ui eOWLk selpiewtibeabusse bes dain nas op eedn see cael 36.7 | 


Percent of 
total 


on 
NN SnHsS 
omer Oour~ | 


OAR, ere ee ee ee a E 1, 276.9 | 


= 





It will be seen that Mexico purchased 49.1 percent of the total United States 
purchases by all Latin American quota countries. If the purchases standard 
alone is applied to the 302,121 tons available for allocation, Mexico’s propor- 
tionate share would be 148,341 tons. 


(b) Balance of trade 


If the available tonnage is distributed by reference to the balance-of-trade 
standard alone, Mexico’s share would be much greater. The balance-of-trade 
standard, perhaps more directly than any other, indicates the relative need 
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of a country for United States markets. The balance-of-trade position of the 
Latin American quota countries is shown in the tabulation below. 


TABLE No. 6.—Balance of trade with the United States, 1954 
{Millions of dollars] 


; 
Unfavorable | Favorable 
to country to country 





DMaxiee...... aac Se 
Ce cncicinss 

Peru se 
Dominican Republic. --...--..-. 
Dan: iniccmiiiien Ninad «bansecguidesianin 
By cian ne dtunvabdaeens ceneaee 


We iinckineitnbnnincéan : 


These figures show that Mexico has 86 percent of the total of the unfavorable 
balances of United States trade among the Latin American quota countries. If 
the available tonnage were allocated by reference to the balance-of-trade stand- 
ard alone, this would represent a distributive share for Mexico of 259,824 tons, 


(c) Degree of dependence upon United States markets 


Another standard for measuring the relative need for the additional United 
States market is the relative degree of dependence of the quota countries upon 
the United States as an outlet for their exports. In the case of Mexico, for 
example, approximately 75 percent of her exports go to the United States, and 
thus she has nowhere else to turn for help in solving her balance-of-trade 
problem. 

In 1953, the last year for which complete world figures are available, the 
Latin American quota countries exported to the world $1,602.6 million worth of 
products of which $977.4 million went to the United States. Mexico shipped 
74.54 percent of her total exports to the United States, Cuba 61.28 percent, the 
Dominican Republic 51.15 percent, Peru 38.13 percent, Haiti 43.46 percent, and 
Nicaragua 45.51 percent. When these figures are weighted by the value of ex- 
ports by these countries to the United States, we get a picture of the relative 
dependence of the Latin American quota countries on the United States for their 
total export trade. This relationship is shown in the table below: 


COMPARATIVE POSITION OF Chart No.4 
MEXICO, CUBA AND THE PRINCIPAL FULL DUTY COUNTRIES, 
IN TERMS OF BALANCE OF TRADE WITH THE UNITED STATES IN 1954 


Source: U.S, Department of Commerce 


MILLIONS OF DOLLARS 
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COMPARATIVE DEPENDENCE ON Chart No. & 
THE UNITED STATES AS AN EXPORT MARKET 


MEXICO, CUBA AND THE PRINCIPAL FULL DUTY COUNTRIES, 1953 
Source: United Nations “Direction of International Trade” 


20 30 
PERCENT 


TABLE No. 7.—Relative dependence of Latin American quota countries upon the 
United States for export trade, 1953 


[Millions of dollars] 


i> Percent s 
| Worla | United United | Relative 


| States q | dependence 
sales ; - he | (percent) 
| @ | @ 


sales 


(1) | (2) 


| 
Mexico $543. 5 | $405.1 | 74. 54 48. 61 
Cuba : 640.3 393.0 | 61. 38 
Dominican Republic NOMEARE sebbdlawdsabedwsaddduble j 104. 2 53.3 | 51.15 4. 39 
Peru....+--------- aI la a lean 221.9 84.6 | 38. 13 5. 20 
: 3 38. 2 16.6 | 43. 46 | 1.17 
545] 24.8 45. 51 | 


1, 602. 6 a 


Source: United Nations ‘‘Direction of International Trade.” 


If the 302,121 available tons were distributed according to the dependence 
standard alone, Mexico's share would be 146,861 tons (48.61 percent). 

Applying all three standards, Mexico’s average distributive share of the avail- 
able additional quota would be 185,009 tons. When her 1954 shipments of 12,301 
tons are added, this would represent a quota of 197,310 tons. 

Mexico is not requesting a quota of 197,000 tons. Her request amounts to only 

170,000 tons of an estimated consumption of 8.5 million tons. 

As indicated above, a rigid formula approach cannot realistically take into 
feeount all of. the equities which properly should be taken into account. The 
upproach suggested is designed to extend reasonable minimum guaranties to 

| of the quota countries and at the same time provide a margin of flexibility in 
order that necessary adjustments in quota positions may be made. This margin 
of flexibility should be applied in accordance with the real need shown by the 
claimant for such adjustment. 

Applying such criteria it must be abundantly clear that Mexico’s request for 
a quota of 2 percent of United States. consumption is fully justified. 
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VI. CONCLUSION 


For the foregoing reasons it must be concluded that a Mexican quota under 
United States sugar law equal to 2 percent of United States sugar consumption 
would be fair and equitable. 

In view of all of the economic and political relations between the United 
States and Mexico there can be no doubt that the assignment of such a realistic 
quota to Mexico would be in the best interests of the United States. 

Respectfully submitted. 

Oscar L. CHAPMAN, 


Attorney for Union Nacional de Productores de Azucar, 8, A. de C. V, 


(The exhibits accompanying the above petition have been filed 
with the committee. ) 

Mr. Cuapman. I shall confine myself in my statement to some brief, 
but, I believe, extremely important comments on the legislation pro- 
posed by the executive establishment. 

At the very outset, I wish to make it absolutely clear that we have 
no quarrel whatsoever with the proposal to grant relief to the do- 
mestic sugar industry as exemplified by H. R. 5406 which is now 
before you. I say that in the full knowledge that that bill would have 
the effect of lowering the quotas that would otherwise accrue to 
Mexico in 1955 and 1956. Certainly the Congress has an obligation 
to look after the best interests of the United States first, and to foster 
such a domestic sugar industry as it deems consistent with those best 
interests. We consider it extremely inappropriate for any foreign 
principal to seek preferential advantage for itself by attempting to 
influence that judgment. 

Mexico seeks only to obtain a fair share of that portion of the 
United States market which is to be allotted among foreign producers 


after the domestic producers have been taken care of. In that regard, 
Mexico insists that it is entitled to equal consideration, on the merits 
of its case, with all other foreign sneinetie. 

Unfortunately, the proposal submitted by the executive department 
does not reflect equal consideration on the merits. In fact, it is so 
grossly discriminatory and inequitable as to be shocking. 

The essential evil of the en of the executive establishment 


is that it perpetuates a system which ignores present-day equities and 
relies shee on ancient history. Under this bill, foreign quotas are 
not allotted on the basis of the needs and merits of 1955, but essentially 
on the basis of the quantitative distribution of the market as it 
existed in 1934. Thus no matter what has happened in the ensuing 
years in terms of economic and political relations, the lion’s share of 
the market is reserved for the few suppliers who happened to be there 
first. No matter how efficient a new producer is, he is substantially 
excluded from the United States market. 

Under this proposal, Cuba, beginning in 1957, is arbitrarily granted 
60 percent of the total increments in foreign quotas. The remaining 
40 percent is to be prorated among the full-duty countries in accord- 
ance with their average shipments during the period 1951 through 
1954. This system guarantees that Mexico, for the duration of the 
act, must take a subordinate position to Peru and the Dominican Re- 
public since she obviously shipped less sugar to the United States than 
they did during the base be And why did she ship less than they 
did during the base period? Because under the current act she was 
not allowed to ship more. Moreover, Mexico was not allowed to ship 
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more because during a previous base period she was similarly re- 
stricted. 

This represents a kind of economic Shintoism which is entirely 
inconsistent wtih the professed international trade policy of the 
United States. The State Department itself has insisted, in the trade 
councils of the world, that where quantitative restrictions on imports 
must be adopted, there should be provision for making adjustments to 
meet special situations and to recognize current exigencies. 

Surely at long last there must come a time when such a legislative 
scheme must be reexamined in the light of present-day realities and 
when reasonable adjustments must be made. That time is long 
overdue. This outmoded approach to foreign sugar quotas should 
not be carried forward into the new legislation which you are now 
considering. 

I can readily understand the reluctance of the executive departments 
to recommend a cut in the present quota of Cuba or any other country 
below what it presently enjoys, even though its relative share of the 
present market could not be justified by objective economic criteria. 
There is a natural tendency to try to make adjustments as painlessly 
as possible and to leave intact that which a country now has. That, 
however, is not the major defect of the executive proposal. The over- 
riding evil of the bill is that it not only preserves the quotas accum- 
ulated under the historic base period system, but it projects that sys- 
tem into the allocation of the future growth of the market. That is 
carrying history, I think, a little too far. 

Under the bill proposed by the executive establishment and under 
H. R. 5406 for that matter, no foreign country would be cut one ounce 
below its present deliveries. Certainly this alone should eliminate 
any economic dislocation which might be feared by those countries. 
Beyond that, however, as we compute it, the executive proposal would 
have the effect of freezing participation of foreign countries in the 
future growth of the market as follows: 

To Cuba, 60 percent of foreign participation in future growth; to 
Peru, 18.4 percent; to the Dominican Republic, 11.6 percent; to 
Mexico, 4 percent; to all others, 6 percent. 

Let me inject right at this point. I comment upon the previous wit- 
ness before you. He made some most interesting and, I think, very 
fine statements in behalf of Mexico’s case, and I want to thank him. 
While he did not state exactly how much business they do in Mexico, 
I want to say to you that while he was speaking of Cuba’s trade with 
America, and he referred to it in terms of $428 million, the Mexican 
trade for last year was $628 million. That goes into the American 
purchase of goods. I just wanted to make that clear for the record, 
and I will repeat it again later. 

Even if it should be assumed, giving due deference to history, that 
no foreign country should be called upon to give up 1 pound of the 
tonnage it now ships, by what magic can it be concluded that the 
Dominican Republic is entitled to participate in the future growth 
of the United States market almost 3 times the extent of Mexico, or 
Peru 4% times. Why should Cuba be given a share in the future 
growth of our market 15 times greater than that allowed Mexico? 

In view of the statement that the previous witness just made and I 
just made, I submit that this cannot be justified by any reasonable 
standard. rie: 
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The Assistant Secretary of State told this committee: 


The decision concerning the relative shares of the foreign suppliers should, of 
course, be made on the basis of standards which can be applied as uniformly as 
possible among the various countries. 

I am certainly in favor of uniform standards. I would like for the 
committee to judge on the whole record whether there has been a 
uniform application of standards in the position taken by the executive 
departments. 

Certainly in relation to Mexico, frankly, I am quite weary, and I 
am sure some of you are, of being told that the entire export trade of 
the United States may collapse if Cuba’s stranglehold on the United 
States sugar market is not maintained. 

If export trade is to be used as the basis for justifying Cuba’s posi- 
tion, as it has been, surely it should be worth some consideration with 
regard to Mexico. 

The fact is that Mexico’s purchases from the United States last year 
amounted to $628 million, as I have already told you, and exceeded 
those of Cuba by $200 million. Moreover, Mexico’s purchases from 
the United States last year exceeded the combined purchases of Cuba, 
the Dominican Republic, and Peru, by $51 million, and yet she is 
practically shut out of the American sugar market—practically en- 
tirely. 

In 1954, Mexico’s purchases in the United States were more than 6 
times those of Peru and more than 12 times those of the Dominican 
Republic. 

The State Department also told you that: 

Most of the countries which sell sugar to the United States have an unfavorable 
trade balance with the United States. They wish to buy an increased volume of 
our export products but are able to do so only by increasing their sales here. 

Compare Mexico’s unfavorable balance last year of $299.8 million, 
with Cuba’s of $26.9 million, and Peru’s of $0.3 million. The Do- 
minican Republic had a favorable balance of $20 million. 

Because of its unfavorable dollar situation Mexico was forced to 
undergo a devaluation of the peso in 1954. That devaluation caused 
grave injury to Mexico’s economy and another would have irreparable 
economic consequences. 

It would be well for this committee to consider, too, just where the 
trade ties of the competing claimants lie. Seventy-five percent of 
Mexico’s export trade is with the United States, as compared with 
about 61 percent for Cuba, 51 percent for the Dominican Republic, and 
38 percent for Peru. 

In face of all these facts, why should Cuba be entitled to participate 
in the future growth of our sugar market 15 times the extent of Mexico 
or Peru 414 times or the Dominican Republic 3 times? It is diffi- 
cult for the Mexicans to understand, and I submit that it must be 
difficult for anyone to understand. In fact, it outrages the sense of 
justice and fair play. 

Mr. Chuirman and members of the committee, Mexico has never 
before come to the United States for an increase in its sugar quota. 
This is the case even though as our good friend and next-door neigh- 
bor and our only foreign supplier in a position to ship sugar overland, 
the United States is her natural and logical market. Mexico comes 
now, reluctantly, because there is no alternative. 
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Mexico has restricted its own sugar production. It has greatly 
increased its domestic consumption of sugar. Over the last 14 years 
sugar consumption in Mexico has doubled. Today Mexico consumes 
domestically 80 percent of its annual production. Mexico does not 
appear here seeking to become a great export country. It seeks only 
that small measure of relief to which it is equitably entitled, which 
is vitally necessary to sustain its domestic sugar industry. 

As you know, Mexico has been substantially shut out of the United 
States sugar market. In 1955, as a result of the International Sugar 
Agreement, Mexico’s ability to sell on the world market was dras- 
tically curtailed. The United States exercised a dominant influence 
on this agreement. Meanwhile the United States has been subsidiz- 
ing Mexico’s competitors who have huge export surpluses and who 
use this subsidy to depress the world market price for sugar. All 
of this adds up to ruin for the Mexican sugar industry if no relief is 
available at the hands of the United States. That is why Mexico 
now comes to the United States as the only available source of relief. 
Having come here, it fully expects just and fair treatment in com- 
parison with all other foreign countries and committees. 

Mexico asked in its petition and in its representations to the State 
Department for a sugar quota equivalent to 2 percent of United States 
consumption. This is fair and reasonable in the light of Mexico’s 
stature as a sugar producer second only to Cuba among Latin Amer- 
ican suppliers and in the light of her trade relations with the United 
States. 

Even if, in the interests of preserving to other foreign countries 
their present shipments, this should not be granted, at the very least 
Mexico would expect that it would be given a participation in the 
growth of the market bearing some reasonable relationship to the 
merits of its case. At the very least it would be expected that the 45 
percent of increments in the United States sugar market which is 
allotted to foreign countries would be distributed among those coun- 
tries on the basis of such consideration as (1) purchases from the 
United States, (2) trade balance with the United States, and (3) trade 
ties with the United States as compared with the rest of the world. 

Mr. Chairman, I have prepared no suggested amendment showing 
what this distribution of the increase in the foreign portion of the 
United States sugar market would amount to according to such stand- 
ards as I have suggested. Until these hearings opened, the Mexican 
sugar producers had no idea that the executive departments would ig- 
nore their representations and would suggest a formula relying solely 
on history and denying any consideration of the merits of the indi- 
vidual cases presented. With the permission of the committee, I 
should like to supply a suggested allocation of the annual increment 
in sugar consumption among the foreign suppliers. 

If the chairman would permit me to do so, I should like to supply 
a suggested formula to this committee at a later date. 

Mr. Poage. We will be happy to have you do so. 

_ Mr, Cuapman. The bill proposed by the executive establishments 
is bad legislation. It is bad because it makes no attempt to deal with 
the problem of foreign sugar quotas on its merits. Infact, it repre- 
sents an attempt to sidestep the problem and avoid having to deal 
With it on its merits. Such legislation can usually be counted on to 
create more problems than it avoids. 
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Mr. Chairman and members of the committee, Mexico has always 
been a good friend and a good neighbor of the United States. The 
Mexican people are following these hearings with keen interest be- 
cause of the vital importance of the outcome to the economy of Mexico. 
Mexico seeks no special favors here. It seeks only that its case be 
considered on its merits by any and all reasonable standards in com- 
parison with the case of each and every claimant and that an en- 
lightened and fair determination be made on that basis. 

The Mexican sugar producers and the Mexican people are con- 
fident that they will receive full and fair consideration from this 
committee and I want to thank you again for your patience and 
courtesy in hearing me. 

Mr. Poace. Thank you. We are very much obliged to you. I 
think that you have contributed a great deal to the information that 
this committee has, and have clarified some of the matters that have not 
been discussed at all heretofore in the discussion. 

I was much impressed with the emphasis that you gave to the fact 
that Mexico is the only nation that is in a position to supply the 
United States with sugar in case our sealanes are cut off and in case 
we need sugar. 

Mr. Cuapman. That is right. 

Mr. Poage. I have understood that one of the most cogent argu- 
ments in favor of the special position that Cuba has occupied has been 
the ability to bring sugar into the United States in times when we 
could not move it over long sealanes, but there is 90 miles of water 
between us, and it has been occupied by hostile submarines in my 
memory. 

Mr. Cuapman. It has. 

Mr. Poage. There is only about 90 feet of water between the United 
States and Mexico, and after you get west of El Paso there is nothing 
but a barbed-wire fence. You might have called attention to one of 
the tables that you did pass over there about foreign trade with other 
countries with the United States, which shows that Canada has about 
four times as much foreign trade with the United States as any country 
in the world. 

Mr. Cuapman. That is right. 

Mr. Poage. That is due to the long land border that Canada has 
with the United States. The border is much longer than the Mexican 
border, but in proportion the Mexican border inevitably will become, 
and is becoming, the same kind of a border as the Canadian border, 
and it is inevitable that our trade with Mexico must and should grow. 

While we import practically no sugar from Mexico, the Mexican 
people have lomsied an astonishingly large amount of goods from 
the United States. 

I am glad you gave us some kind of a formula on which we might 
attempt to work out a distribution of that part of our market that 
we propose to give to foreign nations because, after all, heretofore we 
have simply been approaching this proposition on the basis that we 
are good friends. Well, we have many good friends, I hope. 

I hope the United States is not confined sony to the friendship of 
Cuba or of Mexico or any other country. hope we have many 
friends in the sugar-producing business. 

We do not want to injure any of those friends, but we should surely 
arrive at a distribution by something more certain than mere caprice, 
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or mere feeling on the part of some particular Secretary of State as 
to which one of the countries he likes the most. 

We need to have some kind of formula. You have been helpful 
in suggesting some kind of a formula. 

Mr. CuHapMaNn. I may comment just one word on what you said. I 
would be very happy if you would include that as one of the stand- 
ards in any formula, the ability of the country to deliver sugar to 
the United States in case of war. I would be happy for that to be 
one of the standards. 

Secondly, I would like to say to you that Mexico ranks fourth, and 
sometimes third, in the purchase of goods from the United States, as 
to the whole world—not Latin America. Only Canada and Japan, 
and sometimes the United Kingdom, outranks her in the purchase of 
goods from the United States. 

These are our neighbors that are next door, who can ship us these 
goods. 
~ As you say about Canada, that is exactly what has happened. 

Mr. PoaGe. I was also impressed with the fact that you well pointed 
out, and I know it to be a fact, that the Mexicans are experiencing con- 
siderable difficulties in getting the exchange necessary to buy the 
amount of goods they want to buy in the United States—probably 
more than some other countries in the world. 

Mr. Cuapman. They are. 

Mr. Poage. As a matter of fact, their production possibly has been 
of such a nature that we did not provide the best market or the most 
continuing market for that production. There have been times when 
we bought everything that Mexico wanted to produce, and other times 
when we bought practically nothing. 

Mr. CuHapman. That is right. I want to say one further thing. 
I hope none of the other foreign suppliers will misinterpret my feeling 
in this matter. I do not in any respect feel that they are unfair in 
their efforts to get what market they can in the United States. 

I know that Cuba wants to get as much as she can. I know that 
Peru wants to get as much as she can, and so do some others, including 
the Dominican Republic. But this proposal that we are taking about 
does not propose cutting one single ton from what they are now getting. 
We are asking for something in the future growth of the market of 
America, 

And being the country that Mexico is, and not trying to build up a 
great giant of a sugar industry, it is the only country in the world 
that produces, except the United States, and consumes 80 percent of its 
production. 

I just want to pass that on for what it is worth. 

Mr. AnpreseN. Of course, Mr. Chapman, you recognize that the 
American producers stand in the same position as you have indicated 
you desire for the Mexican producer. 

Mr. CHapMAN. Yes, sir. 

Mr. ANprEseN. And this committee has an obligation also to the 
American producers. 

Mr. Cuapman. I stated in my very beginning, Congressman Andre- 
sen, that we in nowise—and I would not come before this committee 
representing any foreign interest—to try to influence your judgment 
on what you should do for the domestic sugar industry. That you 
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must do as an American citizen and as a Congressman. You must do 
that. That I would not even make a suggestion on. 

I am only asking for something after you finish with what you think 
in your judgment is fair to the domestic producer. When you are 
through with them, then we ask for a fair share of what is left over. 

Mr. Anpresen. Mr. Chapman, what I wanted to have you peeerty 
give us were some facts on what is the historic production of sugar in 
Mexico, beginning with the enactment of the Sugar Act in 1934. 

Mr. Cuapman. Actually, Mr. Andresen, durtig 1984 Mexico pro- 
duced practically no sugar. It was very little. It did not begin to 
produce sugar until the later years, in the forties, and began to produce 
a little bit more and more. 

Its present production is approximately 1 million tons—just a little 
bit less. And it is up to that point now. And it is that exact surplus 
that they cannot consume that they need to sell in order to maintain 
some 600,000 workers who make a living out of the industry. That 
is exactly what they are asking, is that point. 

She was shut out by the very law itself from participating in the 
later sales to this country, because previously she had not sold to the 
United States. 

Mr. ANprREsEN. What were the exports of sugar from Mexico to 
the United States last year in tonnage? 

Mr. Cuapman. Less than 12,000. 

Mr. ANnpresEN. Can you increase the consumption of sugar in 
Mexico? 

Mr. Cuarman. I assume they could. Yes, I assume that they 
could increase it. They have doubled the consumption and the pro- 
duction in the last 14 years. 


Mr. AnpresEn. I will ask you to include a statement showing it 
year by year since 1934. 

Mr. Cuapman. I will do that. 

Mr. Anpresen. The sugar production in Mexico. 

Mr. Cuapman. I will do that. I will show you each year’s produc- 
tion and each year’s increase. 

(The information to be furnished is as follows :) 


Annual production and consumption of sugar in Mewico, 1933 to 1954 


(Short tons—raw value] 


Production | Consumption 


485, 746 


Mr. Bass. Of course, Mr. Chapman, being familiar with the opera- 
tion of our Government, you realize that in sugar, in that industry, 
we have great monopoly. . 

Mr. Cuarman. Before you enter into the question of a great 
monopoly on the sugar industry, let me say to you that I had the 
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privilege of sitting down and working night after night to help draft 
the original Costigan-Jones Sugar Act. I helped draft. I worked 
with it for hours. 

Mr. Bass. You know it is an ironclad monoply. 

Mr. Cuapman. I tried to avoid the very thing that you are think- 
ing of in terms that it isa monopoly. Sure, it isa monopoly. There 
is not any question about it. 

Mr. Bass. It is a monopoly that we have to deal with. 

Mr. CuapmMan. It isa controlled, regulated monopoly. 

Mr. Bass. And there is a lot of money in it. 

Mr. Cuarpman. A lot of money in it. It’s competition—you can 
get competition. 

Mr. Bass. You know, we require certain labor standards, and so 
forth, in the offshore products of sugar, and the imports of sugar. 

Mr. Coapman. That is right. 

Mr. Bass. Would Mexico be willing to following those labor 
standards ? 

Mr. Cnoapman. Mexico will meet any labor standard that you set 
up for any other foreign country. I make no reservation in present- 
ing that representation here. 

Mr. Bass. And as to child labor / 

Mr. Cuarpman. Anything that you set ae for standards for the rest 
of them, they will take—not only take, but be glad to do it, and will 
do it. 

Mr. Hr. Mr. Bass asked my first question that I wanted to bring 
out to this committee. 

Your position when the Costigan-Jones Act was passed by this 
Congress; would you mind, for the record, telling this group what 
your position was at that time? 

Mr. Cuapman. My position at that time was that we selected a his- 
torical base period because it was very simple. 

Mr. Hiri. I mean your position personally. 

Mr. Cuapman. I supported the sugar bill. 

Mr. Hix, I do not mean that. I mean your connection. You came 
to Washington in what capacity? 

Mr, Cuapman. I was Assistant Secretary of the Department of 
the Interior at the time. I was simply doing this off hours, because 
the Department of the Interior had no offic ial responsibility in this 
matter. 

Mr. Hix. In addition to that, when Senator Costigan came down 
from Colorado, tell us more about that. 

Mr. Cuapman. It was after he came here in 1930 that I began 
working with him on the sugar bill. I was nothing more than a clerk 
helping him; should I put it that w ay? I was a lawyer in his office, 
and he was a lawyer. I was helping him with the draft of the state- 
ments of how he wanted to present this matter. 

As you know, Senator Costigan was not a lawyer but a great econo- 
mist. And he looked at this thing i in a broad sense, that we wanted 
to do something that would be beneficial to all of the world, and yet 
give the consumers of America a fair break. 

This is why we put the formula in that we did at that time. And 
by using the historical base at that particular time, it would be easy 
to do, because there were not many countries producing a lot of sugar. 

65704—55——19 
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The Philippine situation is taken care of today by treaty. That is 
already taken out of this question. 

Mr. Hixx. The other question was this. Of course, you bring up a 
very interesting matter to us folks in the sugar-beet area because of 
the fact that the distribution of the production of sugar throughout 
the world is broader than our relations with Cuba. It goes far and 
beyond that. Here is my next question. We could talk for 2 hours 
on this, dividing up the world market. 

That is what our good friend spoke of a while ago, being a closed 
corporation. All we need to do is to look at the up-and-down prices 
of sugar, and the bankruptcy in the beet area and the oyaercane area, 
until we have something like this legislation that would level it off, 

When you came to the distribution of this sugar in the 1934 and 
1937 acts, you really took some time and had quite a little difficulty, 

Do you think this committee—and we are the Agricultural Com- 
mittee—— 

Mr. Cuapman. That is right. 

Mr. Huw (continuing). Has the time now to open up this whole 
allotment of foreign production of sugar before the expiration of the 
present act? 

Mr. Cuapman. If you accept our formula, youcan do it in 24 hours, 
I think you can do it quicker. 

Mr. Hill, I did not mean to be facetious because your question is a 
serious one. It is a very serious one for this committee in the terms 
of having to give proper study and adequate time to knowing exactly 
what you can do here. 


Mr. Hitz. As Secretary of the Interior, which you were, it was 
your responsibility to plan irrigation projects in the West? 


Mr. CuapmMan. It was; and also to see that Puerto Rico and Hawaii 
got their proper share in the domestic market. 

Mr. Hr. Yes, sir. 

We had a gentleman yesterday from one of the projects in the 
Northwest. He made a real case as to why they, out there in that 
area where we sold land, and to veterans, too, had a preference; 
now they have come in here, as they did yesterday, and they state 
that they could not even plant any beets, let alone increase the acreages 
that they already had started. 

What might the gentleman say about that? 

Mr. Cuapman. I would say, let them have it—give them what 
they can produce in this country—give our people what they can 
produce, if they want to do it. 

Mr. Hitt. You would open up this whole allotment of beet acreage 
and cane acreage ? 

Mr. Cuapman. No, not necessarily open it up, but I would cer- 
tainly expand it sufficiently to take care of the distressed areas. You 
are talking about an area—particularly also in your own district— 
in the State of Colorado, where the Federal Government has spent, 
and your citizens have signed contracts to repay to the Federal Gov- 
ernment more than $200 million for a great water project to bring 
water through the Continental Divide to the eastern slope. What for! 

Ninety percent of it is for the benefit of increased use for the sugar- 
beet area. They have signed contracts which they have to repay to 
the Federal Government that money, and they are paying it. They 
are not behind one month’ in their payments. 
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Mr. Hut. I think the gentleman should know that we are ahead. 

Mr. Cuapman. That is right. 

Mr. Hixu. We are waiting for them to O. K. the final contract. 
We are ready to turn over almost one-half million dollars to them. 

Mr. Cuarman. That isright. I am for it. 

Mr. Hux. If we start out to reallocate this sugar-beet acreage and 
start with the idea that we are going to give the sugar-cane and the 
sugar-beet grower a proper increase in the consumption, in the growth 
in these United States, we might wind up by not needing any foreign 
sugar at all, and then where would Mexico come out on that basis? 

Mr. Cuapman. Mr. Hill, let me say this to you. In the first place, 
I would not attempt to speak as an expert on the domestic sugar inter- 
est, when you have had such men before you as Mr. Kemp and others, 
whom I have known for many years, who worked in the Department 
of Agriculture, who understand this subject from one end to the 
other. Mr. Kemp is an expert in the sugar-beet field itself. I would 
not attempt to tell you over their testimony what should be done 
with the sugar-beet part of this thing. I would not come before 
this committee to represent a foreign client as against the interests 
of my own country and against the interests of my people. 

I think that is the decision that you have to make, what you want 
to do with them. 

Mr. Hizw. Of course, we must take care of both the sugar-beet: and 
the sugar-cane people. 

Mr. Cuarman. That is right. The sugarcane people are entitled 
to just as much as the beet-sugar people. 

Mr. Hitt. They are really in difficulty in the United States. 

Mr. Cuapman. They are. 

Mr. Hitz. And our sugar beet and cane growers are 100 percent 
backing this extension. 

Mr. Cuapman. Your sugarcane people ought to be taken care of as 
much as you can, just like the beet people. I have no preference 
between the two. I think they both should be taken care of as much 
as you can, 

Mr. Poags. Mr. Chapman, we are again very much obliged to you 
for a very fine statement. We appreciate your being here. 

Mr. Bass. I want to ask you one or two questions. I want to under- 
stand this living-room approach to protecting industry. 

I am used to the back-door approach. What effect would it have 
on the offshore sugar and American sugar if we change this program a 
little bit and instead of paying our own growers a subsidy, impose a 
tariff on the importers ? 

_ They would get just as much for it in the long run as they get for 
it now, 

What is the objection to that? 

Mr. Cuapman. The minute you start imposing a tariff on these 
people for bringing in their sugar, you would have a more complicated 
problem than you have now. 

Mr. Bass, They would get just as much as they do. It would 
eliminate the payment of millions of dollars of taxes. 

Mr. CHapman. I would not advocate a tariff. You add more 
troubles. 

Mr. Bass. Isn’t this the only commodity we operate this way ? 
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Mr. Cuapman., Is it the only commodity that has a national law 
that affects a specific commodity in this way. 

Mr. Bass. Where we refuse to impose tariffs and pay subsidies in 
lieu of tariffs. 

Mr. Poace. Would you yield? We do substantially the same thing 
for wool. / 

Mr. CwHapMAN. You are right. You do for wool. 

Mr. Bass. It is a little bit different. 

Mr. Cuapman. But the principle is the same. 

Mr. Poace. May I suggest, since you are from Tennessee, you will 
find that most of their commodities are pretty well protected either 
by the sugar law or wool law—most of them are pretty well protected, 
and may be regimented. 

Mr. CHapman. Congressman, you coming from Tennessee from 
the home State of that great gentleman, Secretary Hull, I think he is 
one of the greatest men in America, he had a philosophy of a little 
bit more freer trade, and I believe in that philosophy. 

Mr. Bass. I do too. 

Mr. Cuapman,. You have a practical problem in dealing with it 
specifically. I know that. I would not want my Cuban friends or 
Dominican Republic friends to feel that I am trying to knife them 
from cutting into the American market or try to impose a tariff. 

Iam not. They are entitled to what they they can get, if they can 
possibly get it. 

Mr. Bass. I do not mean to impose a restrictive or protective tariff 
against either Cuban or any other sugar but the thing I am trying to 
get in my mind is if they would receive the same price of their sugar 
that they receive today, what would be the difference in bringing 
money into the Treasury instead of paying it out to achieve the same 
purpose ¢ 

Mr. Cuarpman. Well, it is a complicated bookkeeping system for me. 
It is more than I can handle. 

Mr. Anpresen. Will the gentleman yield ? 

Mr. Cuarman. I am trying to refrain from commenting on the 
American sugar industry. I am representing a foreign client. I have 
expressed it many times over and over in writing in this regard and 
in public. I am sure Congressman Hill from my district knows my 
position. 

Mr. Bass. I am glad you have that sort of philosophy. 

Mr. Cuarman. I certainly do. 

Mr. Anpresen. I would like to point out something that was 
brought out yesterday by Mr. Myers who handles the sugar legislation 
that the Cuban sugar producers got a subsidy of $1.90 a hundred on 
sugar that was brought in under the quota in the United States. 

Now, do the Mexican sugar interests get the same subsidy on it! 
Twelve thousand tons that are shipped in here? 

Mr. Cuapman. I would say to the same degree. But that is like 
measuring a thimbleful against a tubful of water because we get less 
than 12,000 tons and sure we get the same percentage of subsidy. 

Mr. AnpreseNn. You get $1.90 a hundred. 

Mr. Cuapman. Yes, because we can sell on the world market but we 
are limited to only 82,000 tons on the world market while Cuba is not. 
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Mr. ANnpREsEN. I wanted to bring this out because of the statement 
that the gentleman made that we “will all get the same if we went 
back to the tariff basis. 

Cuba and Mexico and the other countries who now have quotas 
would get $1.90 a hundred less. 

Mr. Cuapman. Whatever that amounts to they get the difference 
between the world market price and our price. 

It is a subsidy to that extent and we are getting it. 

Mr. Poacr. Not quite, because you don’t have quite the same tariff 
for Cuba. 

Mr. Cuapman. That’s right. Cuba is in a different position. Cuba 
does have a historical position here that we in all honesty have to 
recognize. 

That is why we say she ought to have 28 percent of the market and 
not 2 percent which we are asking for. 

But Cuba does have a historical position that I think is entitled 
to recognition here. 

Mr. Poacr. Mr. Hope wanted to ask a question. 

Mr. Horr. I had not intended to take your time. A question was 
also raised in my mind by Mr. Bass’ interrogation on which I would 
like to have your views. That is this: Isn’t it a fact that at the time 
the original Jones-Costigan Act went into effect, the sugar industry 
in this country and in the entire world was in a deplorable and in- 
tolerable situation ¢ 

Mr. Cuapman. Complete chaos. 

Mr. Hore. We had been attempting for many years to deal with the 
situation by means of a tariff. 

Mr. Cuapman. That’s right. 

Mr. Horr. We had increased the tariff in an effort to further pro- 
tect our domestic producers. 

Mr. Cuapman. That is correct. 

Mr. Hore. And still the situation was entirely and utterly chaotic 
at a time the Jones-Costigan Act was passed. 

I don’t believe that anyone who was familiar with the situation 
that existed at that time would say that going back to the tariff would 
be an answer to the sugar problem. 

Mr. Cuapman. No, Congressman, that is not the answer to this 
problem. I don’t see that is the answer. 

Mr. Poaes. Thank you so much, Mr. Chapman. 

Mr. Cuarpman. Thank you, Mr. Chairman. 

Mr. Poacr. Mr. John D. J. Moore, representing the Sugar Producers 
of Peru. 

We will be glad to hear from you. 

You may proceed. 


STATEMENT OF JOHN D. J. MOORE, VICE PRESIDENT, W. R. GRACE 
& CO., NEW YORK, N. Y., REPRESENTING ASSOCIATION OF SUGAR 
PRODUCERS OF PERU, LIMA, PERU 


Mr. Moore. Mr. Chairman and members of the committee on Agri- 
culture, my name is John D. J. Moore, I am an American citizen re- 
siding in the State of New Jersey in business i in the city of New York 
as a vice president of W. R. Grace & Co., 7 Hanover Square in that 
city. 
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I appear as a witness on behalf of the Association of Sugar Pro- 
ducers of Peru. Before proceeding further, I would like to con- 
gratulate the distinguished former Secretary of the Interior, Mr. 
Chapman, upon the excellent statement he made on behalf of the 
Mexican producers and to most gladly associate the Peruvian group 
which I represent with the testimony so ably given by Mr. Chapman. 
I think it was a splendid presentation of the case for justice and fair 
play = the so-called full duty paying sugar producing countries of the 
world. 

The association which I reprsent is a volunteer association of private 
enterprisers who cultivate sugar and cane and manufacture of raw and 
refined sugar in the Republic of Peru. 

Peru, as you may know, is a long and historic sugar-producing 
country. This association is in no way subsidized or in any manner 
whatsoever connected with the Government. 

It supports itself and dedicates itself to improving the techniques 
of the agriculture of Peru in the field of sugar cane in which that 
country is a leader in the technology, and in the industrial and market- 
ing phases of the sugar business. 

It is my privilege to represent this organization because W. R. 
Grace & Co. is an active member of the association. 

Our company has been producing sugar in the Republic of Peru on 
its own plantations for more than 70 years. For years I resided in 
Peru and was directly concerned in that country with the sugar busi- 
ness of our company. 

The purpose of my testimony is to urge your committee to recom- 
mend an increase in the Peruvian quota. At present Peru which pro- 
duces some 600,000 tons of cane sugar per year enjoys a quota in this 
country of less than 52,000 tons which is less than 10 percent of its 
production as compared with for example, the Cuban quota of 2,667,- 
000 tons or more than half of her production. 

I should like to say also, Mr. Chairman, before proceeding further 
that the Mexican statement was so adequate that I intend to hit only 
the highlights of the prepared statement which I believe has been sub- 
mitted to each of you on behalf of the Peruvian situation. 

Mr. Poacr. Would you like to have the prepared statement in the 
record ¢ 

Mr. Moore. I would request that. 

Mr. Poace. Without objection the prepared statement will be in the 
record. 

(The document referred to is as follows :) 

Mr. Chairman and gentlemen, my name is John D. J. Moore. I am an American 
citizen, residing at 33 Brooklawn Drive, Short Hills, N. J. I am a vice president 
of W. R. Grace & Co., 7 Hanover Square, New York, N. Y. 

I appear as a witness on behalf of the Association of Sugar Producers of Peru 
which is a voluntary, nonprofit organization with its headquarters in Lima, Peru, 
where it is known as the Comité de Productores de Aztcar del Pert. It is com- 
posed entirely of private enterprisers who cultivate sugarcane and produce raw 
and refined sugar in the Republic of Peru. It is not in any sense whatever a gov- 
ernmental or public organization and it receives no subsidy of any sort from the 
Peruvian Government. It is dedicated exclusively to the improvement of the 
cultivation, manufacturing, and marketing of sugar in the Republic of Peru. 

It is my privilege to represent this organization because W. R. Grace & Co. is 
an active member of the association. We own and operate two sugar estates in 
Peru and have been engaged in the production of sugar in that republic for over 


70 years. For several years I resided in Peru and was directly concerned with 
the sugar business of our company there. 
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The purpose of my testimony is to urge your committee to recommend an in- 
crease in the Peruvian quota. At present Peru, which produces over 600,000 tons 
of sugar, has a quota of some 52,000 tons, as compared, for instance, with Cuba 
which enjoys a quota of 2,667,000 tons, or more than half of her production. Peru 
supplies six-tenths of 1 percent of the United States market. Cuba supplies 32.5 
percent, 

In essence the argument for an increase in the Peruvian quota is an argument 
for the increase of the quota of all of the so-called full-duty countries, of which 
Peru is one. These countries are (in addition to Peru), Mexico, the Dominican 
Republic, Haiti, Nicaragua, and El Salvador. ‘They are called full-duty countries 
because their sugar when imported to the United States pays a duty of 62.5 cents 
per 100 pounds of raw sugar as compared with the 50 cents which is paid by Cuba, 
the only country which enjoys such a preference in tariff. Any foreign country 
which exports sugar to the United States except Cuba can be called a full-duty 
country but the ones I have named are the only ones which as a practical matter 
are regular suppliers of our market. As you know, Philippine sugar still enters 
this country duty free and in the future Philippine sugar will be on a comparable 
basis with Cuba, but we are not concerned with that problem at this time. 

Right here at the outset let me emphasize that the group I represent, the 
Peruvian sugar producers, do not—repeat not—seek to reduce the quantity or the 
percentage of sugar to be supplied to the United States consumer by our domestic 
eane- and beet-sugar producers in which category I of course include offshore 
sugar from Puerto Rico, Hawaii, and the Virgin Islands. I should like to go 
further and say that the Peruvian producers understand entirely that the United 
States has its first obligation to its own citizens. The Peruvian producers seek 
only the right to supply their fair share of the foreign sugar imported into the 
United States. They are perfectly willing to share with other countries in the 
growth of United States sugar consumption but always subject to the prior obliga- 
tions of the United States to its domestic sugar industry. 

I should also like to emphasize at this point that the legislation which the 
Peruvian industry advocates does not involve any preferential treatment, any 
loans, grants, or any bounty, subsidy, or other burden on the taxpayers of the 
United States of America. On the contrary, all that the Peruvian producers 
seek is plainly and simply the opportunity to ship their sugar to this market 
and sell it in fair open-market competition at competitive prices, while paying 
the full United States duty. 

Peru, gentlemen, in today’s world of economic controls and restrictions on 
business is a most unusual and refreshing country. It has free and convertible 
exchange. Its Government has a favorable attitude toward private enterprise, 
both domestic and foreign. It offers perfect freedom for repatriation of both 
profits and capital, and its petroleum and mining laws are attracting first-class 
enterprises from the United States by reason of their complete fairness. Peru 
has a stable, liberal government. It is a stanch friend of the United States. 

I should like to add at this point that there is one argument in favor of an 
improved Peruvian sugar quota which I do not propose to make at this hearing. 
That is the argument which has been heard before the Congress many times 
in the past few years on behalf of many countries to the effect that if their 
demands are not granted the cause of communism in that country will be 
advanced, The case for an improved Peruvian sugar quota can stand squarely 
on its own merits without any such contention. I wish to testify as a friend 
of Peru, a former resident of that country, and a former president of the 
American Society of Peru, that in my judgment there is no risk of Peru’s 
swinging toward communism as the result of any action this committee may 
take on this matter. Whatever the outcome of these hearings, it is my opinion 
that the Government and people of Peru will continue to stand up and be counted 
in the ranks of those who are unalterably opposed to communism. 

The case for a fair Peruvian quota rests not on political considerations, but 
on justice, fair play, common sense, and the enlightened self-interest of the 
United States. 

In 1947 when the Sugar Act was passed and in 1951 when it was renewed, 
special circumstances were set forth which resulted in tailoring the act for 
the specific relief of Cuba’s emergency surplus conditions. On each occasion 
the hope was encouraged on the part of the full-duty countries that next time 
the inequities in the treatment of the full-duty countries, including Peru, would 
be eliminated. On each occasion failure and disappointment were the result. 
The full-duty countries were forced to content themselves with the hope that 
when 1955 arrived Cuba’s windfall deficit tonnages and enormous quotas would 
not be repeated. 
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During the intervening years since 1947, Peru has cooperated consistently 
in every respect with the United States in its various proposals for Latin 
American relations and has supported the United States both directly and through 
the United Nations in making these policies work. 

The Peruvian sugar producers ask only that the United States discontinue its 
sugar policy which keeps Peruvian sugar out of the United States and at the 
same time has the tendency to disrupt the world sugar market on which Peru 
and the other full-duty countries must rely for the sale of a large proportion 
of their product. 

It might be helpful to enumerate a few characteristics of Peru which explain 
why this United States sugar question is of such vital concern : 

Anyone familiar with our American economy and the thousands of items (in- 
dustrial, agricultural, processed, semiprocessed, and manufactured) which com- 
prise our exports, will find the sharpest contrast with Peru which has only a 
handful. Long-staple cotton, sugar, lead, copper, zinc, and fish are about all 
she has. In other words, a few agricultural products and minerals are the back- 
bone of her export trade. In return, Peru imports principally machinery and 
equipment, foodstuffs, and manufactured items and these come mainly from 
the United States. 

Peru wants to continue to buy here, and buy more here. Bvery Peruvian I 
know wants to do more business with this country. This generation in Peru 
has its entire orientation toward the United States in the relationship of a 
partner in progress. The Peruvian youngster of today wants to come to school 
in the United States, and his family wants to send him if they can find the 
dollars. The Peruvian manufacturer wants to install United States machinery 
and he wants to train his engineers in the United States and produce more by 
American methods. The farmer prefers American agricultural machinery and 
iwethods. The Peruvian consumer wants to fill his house with American house- 
hold appliances, drive an American car, see American movies, smoke American 
cigarettes, drink our soft drinks, and raise his children in the American tra- 
dition of a rising standard of living from each generation to the next. These 
aspirations are taking form in the increasing industrialization. On every hand 
in Peru one can see today the improvement in the standard of living and dy- 
namic growth in industry and commerce. Unfortunately this cannot continue 
with relation to the United States unless a fair break is given to the Peruvian 
producer who is producing sugar so efficiently today. 

As an agricultural nation Peru has to cope with exactly the same type of 
problems that the farm areas in your districts have to deal with. The Peruvian 
farmer and his entire family are hard-working, conscientious people and have 
a tremendous development ahead of them and are willing to work hard to 
improve their lives. 

Peru has farsighted economic and social programs; e. g., one to expand trans- 
portation through the construction of a network of modern highways, another 
for the development of hydroelectric power. As part of the education program, 
new schools are rising all over Peru, and programs for extended medical and 
hygienic aid are being launched on a national scale. In other words, the country 
has programs in all categories for improvement in its living standards. There 
have already been drastic changes in Peru’s economic standards, as, for in- 
stance, the investment climate. Peru has recently been highly praised by com- 
mittees of the United States Congress for its favorable attitude toward private 
investments, free enterprise, its lack of discrimination against foreigners in 
regard to taxes, its free currency exchange, and absence of restrictions on the 
withdrawal of foreign capital dividends and profits. 

In reference to Peru’s purchases of United States products, certain members 
of this committee, particularly those from wheat-producing States, may be 
interested in a recent transaction between the Governments of Peru and the 
United States. 

Under a recent act of Congress providing for the disposal of surplus agricul- 
tural commodities, Peru is buying within the next 3 years, 300,000 tons of surplus 
wheat. For this wheat Peru will pay, including interest, more to the United 
States Government than she will receive for her sugar shipments to the United 
States under the present quotas during the next 3 years. 

This committee has heard and will hear a vast body of testimony of a technical 
nature on the subject of the sugar quotas. All of this has been gone over be- 
fore in previous hearings and I shall not burden you with a detailed discussion 
in this regard. 

Attached hereto is a frank and fair statement of the Peruvian case pre 
pared for the Department of State by His Excellency the Peruvian Ambassador, 
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Senor Don Fernando Berckemeyer. Ambassador Berckemeyer’s statement is 
exhibit 1. As exhibit 2, I attach a letter from the president of our association, 
Mr. Juan Pardo, addressed to the president of the Peruvian-American Asso- 
ciation, Ine., a group of North American businessmen dedicated to better busi- 
ness relations between the United States and Peru. 

The Peruvian case is, I repeat, based on justice, fair play, and commonsense. 
This friendly nation of over 9 million people, derives approximately 20 percent 
of her foreign exchange revenues from sugar exports. About 80,000 people are 
directly employed in sugar prduction and while that may seem a small figure by 
United States industrial standards, it is nevertheless substantial and impres- 
sive in terms of Peruvian figures. 

Peruvian sugar is produced under agricultural conditions which are unique. 
It is carried on in irrigated coastal valleys hemmed in by deserts as dry as the 
Sahara. Thus any increase in acred@fe is entirely impracticable. In fact the 
cane acreage has remained virtually constant for the past 20 years. In order 
to increase production, the Peruvian sugar producers have improved their 
techniques until the industry is now one of the most eflicient in the world. 
The Association of Sugar Producers has employed experts from the United 
States and elsewhere who have traveled all over the sugar world studying the 
most modern methods of cultivation and processing. They have concentrated 
on improving the cane varieties so that today Peru has one of the highest yields 
per acre in the world, reaching as high as 120 tons of cane and the land as a 
whole yields an average of 65 tons per acre. 

If you will be good enough to look at chart I on page 2 of the booklet, A 
New Approach to Sugar Quotas, you will see the insignificant percentage which 
Peru’s quota bears to the quota, for instance, of Cuba. Actually Peru is sup- 
plying today six-tenths of 1 percent of the United States sugar consumption. 
This compares with 32.5 percent supplied by Cuba. In other words, between 
these 2 nations, both friendly to the United States, we have granted one the 
privilege of furnishing us with more than 50 times as much sugar as the other. 

It is quite customary to cite in support of the discrimination of Peru the vol- 
ume of trade between the United States and, for instance, Cuba. But, gentle- 
men, if you will look at chart III on page 5 of the booklet, you will see that the 
full-duty countries, of which Peru is one, have been purchasing about twice as 
much from the United States as has Cuba. In chart IV on page 6 you will see 
that the Peruvian imports from the United States have averaged over $100 
million per year since 1949 as against our purchases from Peru of less than $60 
million per year. You will see that while in 1953 Peru purchased approximately 
one-third as much from the United States as did Cuba, Peru is permitted to sell 
us less than 2 percent of the quantity of sugar that Cuba supplied. 

Incidentally, whenever I hear an American exporter urge continuance of the 
sugar favoritism toward Cuba on the justification that her purchases from his 
company are substantial, I am always tempted to ask him whether he also sells 
his goods to Mexico, to the Dominican Republic, to Peru, to Haiti, ete. Since 
in these hearings the full-duty countries are not suggesting a reduction in the 
quotas for United States domestic areas, it is obvious that if they are to sell 
more sugar in the United States market, the Cuban quota must initially be 
reduced. Is this going to reduce the exports of American merchandise? Cer- 
tainly not, for the additional dollars thus made available to other countries 
will purchase just as much in the United States and broaden the distribution of 
our markets, if the exporters who furnish statements on this subject are as 
energetic in selling their goods as they are in writing to Congress in favor of 
their Cuban customers. 

Indeed, to carry this pro-Cuban argument to its logical conclusion, an im- 
partial application of the reciprocal principle of purchasing sugar from coun- 
tries which buy our exports would give the full-duty countries the right to ship 
in two-thirds of our sugar requirements as against only one-third from Cuba. 
You will see the proof in figures on chart III of the booklet. 

We have attempted to analyze the recommendations of the State Department 
as presented to this committee on June 22. While we have the highest regard 
for the Department and while we fully appreciate the problems which confront 
it in this troublesome field, we feel bound to say that we do not regard this 
formula as a solution to the problem. Even under the optimum conditions 
assumed in its projections it appears that Cuba will increase its shipments into 
this country by 1962 by a total of 347,000 tons as compared with an increase 
for all of the full-duty countries of only 141,000 tons. 
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In this regard we submit that the formula applied is bound to increase the 
swollen Cuban share of the market. This is true because any record of import 
performance reflects the inherent discrimination against the full-duty countries 
resulting from long preferential treatment of Cuba and further reflects the 
additional restrictive provisions of the quotas under the Sugar Act. 

The State Department’s formula for relief of the full-duty countries leaves 
untouched two very basic defects in the operation of the present law which 
adversely affect Peru and the full-duty countries. It is submitted that Congress 
never intended the Sugar Act to have these effects. 

The first is derived from the fact that the United States price for sugar is 
usually above the world price. Because Cuba can ship such a large percentage 
of her total crop to the United States, for which she obtains premium prices, 
she is in a position to afford to sell the balance in the world market even at a 
loss if she so chose and by averaging the overall have a profitable operation. 
However by so doing Cuba would disrupt the world prices and markets on which 
she only partly relies. On the other hand, a country with a small United States 
quota must depend almost entirely upon the world market. 

The second unfortunate condition that results from the disproportionate quota 
of the United States market conferred on Cuba manifests itself through the 
workings of the International Sugar Agreement. The council of that organiza- 
tion may reduce the export quotas of its members in order to stabilize markets. 
For example, in 1954 the council cut all quotas 20 percent, but the impact of 
that reduction applied only to 43 percent of Cuba’s total exports because the 
balance of her production (57 percent) was shipped to the United States to 
which the reduction did not apply. However to a nation such as Peru the impact 
of the reduction would have applied to 88 percent of her sugar exports. 

The unfairness of the Sugar Act as between foreign suppliers cannot be 
eliminated until there is established an equality of access to the United States 
market, percentagewise, between the full duty countries and the Cuban sugar 
exports. The disparity in the impact of both of these conditions would be 
neutralized under the proposal advocated by Peru but neither condition is in 
any way improved by the present State Deparment formula. 

Under the proposed formula, Cuba obtains 21%4 times more sugar than all the 
full-duty countries together. The formula looks backward instead of to the 
future, under its terms the full duty countries by 1962 will be back to where 
they found themselves in 1920. This is hardly the treatment which the full 
duty countries, with their record of trade and common defense with the United 
States, have been led to expect. 

There is an additional factor in the formula itself which is not readily apparent 
but which adversely affects Peru. Logically the formula should include import 
performance during the years that the present act has been in force, namely, 
from January 1953 fordward, but the formula without any visible justification 
reaches back to a period already governed and included under the prior act. 

In this regard Peru is most harshly penalized because in 1951 Peru was 
reallocated a portion of the Philippine deficit which it was unable to fill. This 
deficit was awarded on October 17 of that year when it was too late to fill the 
increase. Consequently the present formula of the State Department penalizes 
Peru. The import performances of 1951 and 1952 were covered by the former 
act and not under the act now expiring, which became effective in 1953. It is 
submitted that there was little justification to reach back to 1951 for a base 
year so as to limit and restrict Peruvian imports in the years ahead. 

The Association of Peruvian Sugar Producers supports a proposal which we 
believe is simple, logical and fair. That is that the residual United States quota 
be distributed among foreign suppliers on the basis of their average total sugar 
exports to the United States and the world market during the preceding 3 years. 
The supporting details are set forth in exhibit 1. It works out in the manner 
indicated in the last chart in the Peruvian booklet to which I respectfully direct 
your attention. Instead of a ratio of 96 percent for Cuba and 4 percent for all 
the fully duty countries combined it results in a percentage of 83.194 percent for 
Cuba versus 16.806 percent for the full duty countries. Cuba is, of course, by 
far the largest beneficiary of this plan, receiving 2,312,000 tons. Each of the 
full duty countries is treated accordingly and in scrupulously fair proportion to 
its historically demonstrated export capacity. 

The Peruvian proposal will stabilize the movement among foreign suppliers 
and represents a healthy influence in the world sugar market. It would not, 
of course, affect United States domestic beet and cane sugar producers and 
above all it would not require funds from the United States Treasury. Indeed 
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the enlarged imports from full duty areas will increase United States Customs 
collections on foreign sugar. 

Mr. Chairman and gentlemen, this I believe is the first occasion upon which 
the Association of Sugar Producers of Peru has appeared before a committee of 
the Congress of the United States and upon behalf of the association I wish to 
extend to you its sincere thanks. 

Our company which is a member of the association was founded in Peru just 
101 years ago by a penniless Irish immigrant named William Russell Grace, who 
received a warm and hospitable welcome in Peru. We have lived happily in that 
country fer more than a century and we feel we know it well. 

We appreciate the fair treatment which we and every United States concern 
we know has always received in Peru. We appreciate the country and friend- 
liness of the Peruvian people. We admire the energy and imagination with which 
the Peruvians of today are working to provide a better life for their children and 
grandchildren. We want to continue to do everything in our power to help 
them. The Peruvian people have done everything to deserve the fair and even- 
handed treatment which we feel that this committee will give to their just 
aspirations and we commend their most reasonable proposal to the favorable con- 
sideration of this committee and Congress. 

Thank you for your kind attention. 

(End of prepared statement.) 


Mr. Moore. In essence the argument for an increase in the Peruvian 
quota is an argument for the increase of the quota of all the so-called 
full duty countries, of which Peru is one. 

These countries are (in addition to Peru), Mexico, the Dominican 
Republic, Haiti, Nicaragua, and El Salvador. 

They are called full duty countries because their sugar when im- 
ported to the United States pays a duty of 62.5 cents per 100 pounds of 
raw sugar as compared with the 50 cents which is paid by Cuba, the 
only country which enjoys such a preference in tariff. 

Any foreign country which exports sugar to the United States 
except Cuba can be called a full-duty country but the ones I have 
named are the only ones which as a practical matter are regular 
suppliers of our market, 

Right here at the outset let me emphasize that the group I repre- 
sent, the Peruvian Sugar Producers, do not—repeat not—seek to re- 
duce the quantity or the percentage of sugar to be supplied to the 
United States consumer by our domestic cane and beet sugar producers 
in which category I, of course, include offshore sugar from Puerto 
Rico, Hawaii, and the Virgin Islands. 

I should like to go further and say that the Peruvian producers 
understand entirely that the United States has its first obligation to 
its own citizens. 

The Peruvian producers seek only the right to supply their fair 
share of the foreign sugar imported into the United States. They 
are perfectly willing to share with other countries in the growth of 
United States sugar consumption but always subject to the prior 
obligations of the United States to its domestic sugar industry. 

I should also like to emphasize at this point that the legislation 
which the Peruvian industry advocates does not involve any prefer- 
ential treatment, any loans, grants, or any bounty, subsidy, or other 
burden on the taxpayers of the United States of America. 

In fact, gentlemen, as a full-duty country the more sugar that is 
brought in from Peru and Mexico and others, the more revenue to the 
United States customs through additional duty that is paid. 

All that the Peruvian producers seek is plainly and simply the op- 
portunity to ship their sugar to this market and sell it in fair open- 
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market competition at competitive prices, while paying the full United 
States duty. 

Peru, gentlemen, in today’s world of economic controls and restric- 
tions on business is a most unusual and refreshing country. It has 
free and convertible exchange. Its government has a favorable atti- 
tude toward private enterprise, both domestic and foreign. 

I mentioned that the company I have been associated with has been 
cultivating sugarcane in that country for 70 years. We have been 
in business in that country for 101 years and no atmosphere to foreign- 
flag business could be more friendly than that of the Republic of Peru. 
Its petroleum and mining laws are attracting first-class American 
enterprises who are willing to go into Peru and put their capital in 
there and seek to make a profit which Peru is glad to have them re- 
patriate when they wish, in addition to repatriating their capital 
investment at any time it suits the investor. 

Peru is a stanch friend of the United States. 

At this point I should like to add one other remark and that is that 
there is one argument in favor of an increased Peruvian quota which 
I do not propose to make at this hearing. 

That is the argument which has been made before this Congress 
many times in recent years on behalf of many countries to the effect 
that if their demands of the United States Government are not granted 
then the cause of communism in that country will be advanced. 

Mr. Poace. We appreciate your making that statement. It is rather 
refreshing to tell us that everybody will not go to hell if we don’t give 
them all they want. 

Mr. Moors. I thank you, Mr. Chairman, for your comment. 

The case for an improved Peruvian sugar quota can stand squarely 
on its own merits without any such contention. 

I wish to testify as a friend of Peru, a former resident of that coun- 
try and a former president of the American Society of Peru, that in 
my judgment there is no risk of Peru’s swinging toward communism 
as the result of any action this committee may take on this matter. 

Whatever the outcome of these hearings, it is my opinion that the 
Government and people of Peru will continue to stand up and be 
counted in the ranks of those who are unalterably opposed to com- 
munism. 

The case for a fair Peruvian quota rests not on political considera- 
tions, but on justice, fair play, commonsense, and the enlightened self- 
interest of the United States. 

In 1947 when the Sugar Act was passed and in 1951 when it was 
renewed, special circumstances were set forth which resulted in tailor- 
ing the act for the specific relief of Cuba’s emergency surplus con- 
ditions. 

On each occasion the hope was encouraged on the part of the full- 
duty countries that next time the inequities in the treatment of the full- 
duty countries, including Peru, would be eliminated. On each occa- 
sion failure and disappointment were the result. The full-duty coun- 
tries were forced to content themselves with the hope that when 1955 
arrived Cuba’s windfall deficit tonnages and enormous quotas would 
not be repeated. 

During the intervening years since 1947, Peru has cooperated con- 
sistently in every respect with the United States in its various pro- 
posals for Latin American relations and has supported the United 
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States both directly and through the United Nations in making these 
policies work. 

The Peruvian sugar-producers ask only that the United States dis- 
continue its sugar policy which keeps Peruvian sugar out of the 
United States and at the same time has the tendency to disrupt the 
world sugar market on which Peru and the other full-duty coun- 
tries must rely for the sale of a large proportion of their product. 

A goodly portion of Peru is semiarid and desert land. 
All this sugarcane we are talking about is raised by irrigation. 
There is no rainfall on the Peruvian coast where it is ratsed. 

The same applies to long-staple cotton which does not compete with 
United States cotton. In addition to cotton and sugar, some minerals 
such as lead, copper, and zinc and a new industry in fishing off her 
coast represent the entire sum of Peru’s exports. 

That is all she has to sell to the world. In return Peru imports 
principally machinery and equipment, foodstuffs, and manufactured 
items and these come mainly from the United States. 

It was not many years ago when these items came from Europe. 
Today the Peruvian is oriented toward the United States. 

His children wish to come here to school. They wish to learn 
American techniques and they are coming here and they are return- 
ing ta their home country as stanch friends of the United States. 

The Peruvian manufacturers today want to install United States 
machinery in their factories, and the farms want agricultural machin- 
ery and they are buying it and getting it. 

They are sending their men and sons here to learn how to operate 
American machinery and American techniques. 

The Peruvian consumer wants to fill his house with American 
appliances, drive an American car, and see American movies, smoke 
American cigarettes, and drink our soft drinks. A1Jl their aspirations 
which a generation ago were turned toward Europe as the descendants 
of European settlers of Peru are today directed to the United States. 

But their purchases here cannot continue unless a fair break is given 
to the Peruvian producer who is producing sugar so very efficiently 
today. 

As an agricultural nation Peru has to eope with exactly the same 
type that the farmers in our districts have to deal with. The Peruvian 
farmer and his entire family are hard-working, conscientious people 
and have a tremendous development ahead of them and are willing 
to work hard to improve their lives, and the lives of their children 
and grandchildren. 

This committee has heard and will hear a vast body of testimony 
of a technical nature on the subject of the sugar quotas. All of this 
has been gone over before in previous hearings and I shall not 
burden you with a detailed discussion in this regard. 

Attached hereto is a frank and fair statement of the Peruvian case 
prepared for the Department of State by His Excellency the Peruvian 
ia Senor Don Fernando Berckemeyer. 

Ambassador Berckemeyer’s statement is exhibit 1. 

As exhibit 2, I attach a letter from the president of our association, 
Mr. Juan Pardo, addressed to the president of the Peruvian-American 
Association, Inc., a group of North American businessmen dedicated 
to better business relations between the United States and Peru. 
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These two documents state the background of the Peruvian case far 
better than oral testimony cando. 

With your consent I would like to have them made a part of the 
record. 

Mr. Poace. How much are you putting in our record? All of this? 

Mr. Moore. I am putting in my statement which you have, not all 
of which I am going to speak about orally plus the two letters I have 
just mentioned from the Peruvian Ambassador. 

Mr. Poace. You want to include all of this? 

Mr. Moore. Yes, sir. 

Mr. Poacr. I am only the acting chairman but I don’t see why 
we should burden this record with all the documents that everybody 
will bring here from all over the country. 

The United States Government is paying for this. Who do you 
want to read it? 

Mr. Moors. I want you to. 

Mr. Poace. You have given it to me in typed form. I am not 
going to wait until that record is printed to look this over and the 
committee has it all. I am trying to say, What do you accomplish? 
Is there any good to come out of it? I don’t want to stand in the 
way. Please understand I am not trying to raise this just because 
you have raised it. It is a thing that must recur here repeatedly. If 
the committee feels it should all go in here—— 

Mr. Moore. We will certainly accommodate ourselves to the judg- 
ment of the committee as to whether they should be reproduced or not. 

Mr. Poacr. The point I am making is I can see no purpose in 
giving committee’s members all of these things, all of these figures, 
and then asking that they be reproduced again at considerable ex- 
pense to the Government. 

If there is any purpose in it, if it will serve your purpose, I have 
no objection, but if it is merely to say, “I put this in the record” —- 

Mr. Moore. I will withdraw the request. 

Mr. Horr. Mr. Chairman, I wonder if this could not be accepted 
tentatively for the record and then let the committee decide later what 
policy to follow. 

Mr. Poace. I think that is a good thing. I don’t want to apply a 
rule to Mr. Moore that does not apply to all of you. 

Please have some consideration for the cost to your Government. 
You are paying the bill. 

Mr. Moore. I mentioned Peru being an agricultural country yet 
by reason of her terrain she is unable to supply herself, for example, 
with wheat and some of you members of this committee undoubtedly 
know of the recent transaction under which Peru has contracted to 
purchase from this country within the next 3 years 300,000 tons of 
surplus wheat. For this wheat incidentally Peru will pay, including 
interest, more to the United States Government than she will receive 
for all of her sugar shipments to the United States under the present 
quotas during the next 3 years. 

The Peruvian case is, I repeat, based on justice, fair play, and 
commonsense. This friendly nation of over 9 million people derives 
approximately 20 percent of her foreign exchange revenues from 
sugar exports. 

About 80,000 people are directly employed in sugar production 
and while that may seem a small figure by United States industrial 
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standards, it is nevertheless substantial and impressive in terms of 
Peruvian figures. 

The Peruvian producers are located in certain valleys, so it is 
more or less impossible to enlarge the sugar acreage with the result 
that they have concentrated on getting higher and higher efficiency 
in the yield of cane and in the production of the factories. 

The point has been made and will continue to be made before this 
committee that each country which produces sugar and wishes to sell it 
here is a great customer of the United States. 

In addition to the other literature, you also, I believe, have been 
supplied with a small booklet from the Peruvian producers. If you 
will be good enough to look at chart No. 40, page 6, you will see this 
chart which I have here. 

These white lines practically doubling in every case the cross- 
hatched lines, demonstrate that Peru has purchased practically twice 
as much in this country as she has been able to sell us. 

She wants to purchase more. 

On the same trade basis, I would like to call attention to chart No. 3 
which shows the relationship of the purchases of the full duty coun- 
tries of which Peru is one, compared with the purchases in this coun- 
try of Cuba. 

It seems to me that that simple chart knocks into a cocked hat a 
great oy of the arguments made before this committee and a great 
many of the requests that have been made to American exporters to 
support the Cuban position on the basis that Cuba buys American 
manufactured merchandise. 

Here you see that the full-duty countries which come in with 4 per- 
cent of the present quota of Cuba buy virtually double from this coun- 
try all of the purchases of Cuba in 1952 and 1953. 

And those charts are drawn from the sources of the Department of 
Commerce of the United States. Every time I hear this argument on 
purchases, “We should give Cuba a larger quota because she buys here,” 
I am often tempted to ask these persons if they don’t realize that a 
larger quota to other countries would result in their buying more here. 

I know of no country that does not desire to buy goods in the United 
States. 

The Association of Sugar Producers of Peru supports a simple pro- 
posal which I would like to demonstrate to you also on charts wilich 
is chart No. 5. 

In this case because of the size of the Cuban quota we have had to put 
iton two boards. Under the Peruvian proposal, stated very simply, it 
is to give quotas to each of the foreign suppliers in direct proportion 
to their exports of sugar, to the entire world including the United 
States. 

The cross-hatched line represents the Peruvian proposal and the 
solid white line represents the situation as it is today. 

Under this proposal as you can see, Cuba would still have far and 
away the greatest proportion of the United States market. In fact it 
would have 83 and a fraction percent. Whereas all the other full-d ty 
countries together whose quotas are lumped over here in these very 
small measures would have less than 16 percent of the United States 
quota. 

The details of that, Mr. Chairman, are spelled out in these attach- 
ments that I mentioned earlier so perhaps that might be an argument 
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for their inclusion but as I say, we bow to the discretion of the commit- 
tee on that. 

I thought you would like to see demonstrated in graphic form the 
very simple proposal which the Peruvian Association of Sugar Pro- 
ducers is supporting. 

The Peruvian proposal will stabilize the movement among foreign 
suppliers and represents a healthy influence in the world sugar market. 
It would not, of course, affect United States domestic beet and cane 
sugar producers and above all it would not require funds from the 
United States Treasury. Indeed the enlarged imports from full-duty 
areas will increase United States customs collectrons on foreign sugar. 

Mr. Chairman and gentlemen, this, I believe, is the first occasion 
upon which the Association of Sugar Producers of Peru has ap- 
peared before a committee of the Conarees of the United States and 
upon behalf of the association I wish to extend to you its sincere 
thanks. 

Our company, which is a member of the association, was founded in 
Peru just 101 years ago by a penniless Irish immigrant named Wil- 
liam Russell Grace, who received a warm and a hospitable welcome 
in Peru. We have lived happily in that country for more than a 
century and we feel we know it well. 

We appreciate the fair treatment which we and every United States 
concern we know has always received in Peru. 

We appreciate the country and friendliness of the Peruvian people. 
We admire the energy and imagination with which the Peruvians of 
today are working to provide a better life for their children and 
grandchildren. We want to continue to do everything in our power 
to help them. 

The Peruvian people have done everything to deserve the fair and 
even-handed treatment which we feel that this committee will give 
to their just aspirations, and we commend their most reasonable 
proposal to the favorable consideration of this committee and 
Congress. 

Thank you for your kind attention. 

Mr. Poace. Thank you. You have made a splendid presentation. 
I had an opportunity to read this book some time ago. I think it will 
be very helpful. Weare very much obligéd to you. 

Mr. Moore. We are obliged to you. 

Mr. Poace. The next witness is Mr. Ed P. Jackson, Foreign Trade 
Club, of Louisville, Ky. 


STATEMENT OF ED P. JACKSON, FOREIGN TRADE CLUB OF 
LOUISVILLE, LOUISVILLE, KY. 


Mr. Jackson. Mr. Chairman, members of the committee, my name 
is Ed P. Jackson. I am a resident of Louisville, Ky. I shall try to 
hasten my presentation as much as I possibly can in light of the 
amount of time and the number of witnesses before the committee. 

Before making my presentation, which is being distributed at 
present, I would like to commend both Mr. Moore and Mr. Chap- 
man on the very excellent presentations they have made, and while 
I do not think it appropriate that I enter into argument with either 
of the positions that they have taken, I would like to have the com- 
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mitteeveonsider with me for just a minute the statement at the top 
of page 2 of Mr. Chapman’s formal presentation. 
will read the sentence there where he says: 

Certainly the Congress has an obligation to look after the best interests of 
the United States first, and to foster such a domestic sugar industry as it deems 
consistent with those best interests. 

I would like to invite the committee to consider that statement 
because it seems to me in Mr. Chapman’s presentation and in context 
here, it presupposes that the best interest of the United States is a 
further subsidization of our local producers. 

It, seems to me that that presupposes considerably in criticism of 
our foreign-trade policy. In other words, that that statement, and 
as Mr. Geaemenn discussed it pursuant to questions after his presen- 
tation, starts out on the premise that it is in the best interest of the 
United States to have further subsidization of local growers. 

I would like the committee to consider that. I personally feel 
that that does not necessarily follow. 

Mr. Chairman, as I previously mentioned, I am Ed Jackson from 
Louisville, 

I am appearing in opposition to H. R, 5406 on behalf of the Louis- 
ville Foreign Trade Club of the International Center, University of 
Lobisville Louisville, Ky. 

I am first vice president of the International Center and chairman 
of the Foreign Trade Club. The membership of the International 
Center includes approximately 100 Louisville firms and individuals 
interested in world trade and international affairs. These firms and 
individuals are engaged in almost every kind of professional and 
economic activity found in the city of Louisville. 

While we are affiliated with, and sponsored by, the University of 
Louisville, our center functions throughout the community, and our 
program and policies are formulated by a board of directors consist- 
ing of 25 educators, business-men and -women, and civic leaders. 

On Tuesday of this week, the President signed H. R. 1, the foreign- 
trade bill. I think it pertinent to point out that when that measure 
was pending before the House, I was sent by the Foreign Trade Club 
of Euhiaville to appear as a witness in behalf of that bill before the 
Committee on Ways and Means. 

You are all familiar with the strong opposition that that bill met 
when it was before the Senate. While the ultimate compromise act— 
that is, the Foreign Trade Act—does not. go as far as the original bill, 
we of the Foreign Trade Club of Louisville feel that it is a step 
forward on the road to a more liberalized trade policy. The measure 
now before this committee seems to be a direct contradiction of the 
policy of that act. 

Our opposition to H. R. 5406 is based upon our understanding that 
H. R. 5406 would substantially reduce the amount of Cuban sugar 
marketed in the United States while at the same time increasing the 
amount of subsidized domestic sugar marketed. 

Paramount in our thinking is the fact that this bill, if enacted, would 
constitute a breach of faith with our Cuban neighbors since it would 
retroactively impose its restrictive quotas against Cuban sugar, 2 
years before the present quotas under the Sugar Act of 1945 are due 
to expire. 
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This is particularly disturbing in the face of President Eisen- 
hower’s statement in January of this year that he would not stand 
for “violation of any existing agreements” concerning sugar quotas, 
and Vice President Nixon’s declaration to the Cuban people durin 
his recent visit that the Sugar Act should remain unchanged unti 
its expiration date at the end of 1956. 

It is a matter of common knowledge that the Cuban economy is de- 
pendent almost entirely on sugar. Any decrease in sugar marketings, 
therefore, is bound to depress the Cuban economy. In itself this 
should be sufficient reason for defeating H. R. 5406. Cuba has been 
more than a good neighbor and readily came to our aid in expanded 
sugar production during World War II and at the time of the Korean 
situation. 

We have, however, more compelling reasons for urging the defeat 
of this proposed legislation. A recent survey has shown that over 100 
Kentucky firms in more than 25 Kentucky cities sell approximately 
$1 million worth of products annually in Cuba. These products 
range from farm machinery to breakfast cereals. 

In the city of Louisville alone over 50 firms export annually in 
excess of $600,000 worth of goods to Cuba. 

In addition, Kentucky tobacco products, corn, wheat, and barley 
are also sold in Cuba. 

Our Kentucky picture is typical of the national picture. 

Department of Ciobehinaines studies reveal that in 1953, for example, 
Cuba bought almost $450 million worth of American goods. These 
sales were participated in by more than 18,000 firms in more than 1,800 
cities in 47 of our States. 

We in Kentucky and in Louisville want to keep our Cuban markets. 
We certainly feel that this committee should not report out a bill which 
would disrupt or destroy these markets unless the need for such legis- 
lation is clear and compelling. Such is not the case here. Since 
sugar sales account for approximately 80 percent of Cuba’s dollar 
earnings, any decrease in such sales inevitably lessens Cuba’s dollar 
supply and restricts the Cuban market for American products which 
must be paid for in dollars. 

H. R. 5406 will produce such a result. 

I would like to emphasize that we in the Louisville Foreign Trade 
Club hold no brief for the Cuban sugar interests as against domestic 
beet and cane sugar producers. 

However, there are several reasons why it seems clear to us that it 
is better for the economy of the United States to let our purchases of 
sugar, of Cuban sugar, continue to increase—at least until the present 
Act expires—as against expanding the domestic cane and beet sugar 
industry which cannot live without guaranteed markets and subsidies. 

Let me mention these reasons briefly : 

First, to reduce the quotas for Cuban sugar, as provided in the 
present act, is to return to the philosophy of the Smoot-Hawley Tar- 
iff of 1930. Under that tariff we tried to concentrate American pur- 
chases in the American market by erecting a high tariff wall. is 
policy, as you gentlemen know, was a contributing factor to the great 
depression of the early 1930’s. The development of the quota system 
for sugar was, I understand, designed at least in part to restore the 
Cuban purchasing power we had destroyed by that tariff policy. 
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Within the last few weeks we have made a great national decision 
by the adoption of H. R. 1 by this Congress. I hope that you gentle- 
men will not, by approving H. R, 5406, undercut this liberalization of 
our foreign economic policy. 

Second, the American economy would profit more by the mainte- 
nance of the quota allowed to Cuba by the present law than it would 
by increasing quotas for domestic sugar producers under H. R. 5406. 

If, for example, the American beet producer cannot grow sugar 
beets, he will grow some other crop. Cuba, however, is basically a 
one-commodity economy. While the Cubans have been making stren- 
uous efforts to diversify, up to this point they have not been very suc- 
cessful. The plain fact today, as I understand it, is that if the Cuban 
cannot grow sugar, he cannot grow anything. And if we take away 
his ability to sell sugar in the United States, we reduce his dollar 
purchasing power by that entire amount. 

Third, and finally, if Congress increases quotas for domestic sugar 
producers, their purchasing power may be increased. But American 
exporters who lose sales in the Cuban market will not gain equivalent 
new markets in the United States. In order to increase the purchasing 
power of domestic sugar producers, American taxpayers must subsi- 
dize new domestic sugar production; in addition, taxpayers lose the 
tariff revenue from the displaced imports. 

Thus, in order to increase the purchasing power of domestic sugar 
producers, we must decrease the purchasing power of other American 
consumers. This is robbing Peter to pay Paul. 

In sum then, our direct interest in a thriving Cuban economy as 
a market for American exports, our moral obligation to uphold exist- 
ing sugar-quota agreements until they are due to expire, our self- 
interest in promoting the widest and freest world trade, and our need 
for friends throughout the world, constitute compelling reasons for 
the defeat of this legislation. For these reasons, therefore, we of 
the Louisville Foreign Trade Club most strongly urge the members 
of this committee to oppose H. R. 5406. 

We want to again take this opportunity to thank the committee 
for the privilege of making this presentation. 

Mr. Poage. You have made a very interesting presentation. 

You have raised a question that I tried to raise yesterday with one 
of the witnesses and was apparently unable to make myself understood. 
You raised the whole question of how far we should go in subsidizing 
the American industry. I am not sure that I understood from your 
statement whether you believed we should entirely abandon it, al- 
though you have stated here you are opposed to the bill and suggest 
nothing in the bill I would assume that we go back to the old system 
of no controls and no subsidies. 

Isn’t that right? 

Mr. Jackson. No, sir; I do not assume to make any specific pro- 
posal to replace it. I regret that I can’t bring that before the com- 
mittee. As you know, this is a tremendously intricate thing the way 
it works now. 

Mr. Poaae. It is, indeed. I don’t mean to charge you with the 
responsibility of bringing us the solution.. You have been helpful 
in pointing out those phases that you did discuss. But it seems that 
you did very clearly say that American sugar production is subsidized 
and is far more expensive to the consumer than it would be if we relied 
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upon simply the importation of foreign sugars, I wonder where you 
think we should draw the line. I think that is the first step we have to 
take in any legislation. 

I believe that those who want all of this sugar quota to go to Cuba, 
those who want part of it to go to Mexico or Peru, will all agree 
that the first step must be to determine what part goes to the American 
producers. 

Mr. Jackson. I might be stepping slightly outside my authoriza- 
tion from the club in coming here and expressing this. My personal 
feeling, Ed Jackson, is that insofar as we can use the foreign product 
to our advantage and let our local producers grow something else that 
can be economically marketed, I don’t like personally the idea of 
having to pay 2, 3, or whatever cents it is above the world market and 
then pay the tax to the Government to support that payment that I 
am making. 

I think Mr. Bass sort of raised this same sort of thing. 

Mr. Poace. I think you have then answered the question differently 
from what you did to begin with. I first asked you if you believed 
that we should abandon the subsidies and the controlled program in 
the United States. 

Mr. Jackson. Let us say materially reduce it if it can feasibly be 
done. 

Certainly one of the major factors on the foreign trade bill was 
the interest of some of our colonial people in Kentucky. I come from 
that region of the State myself, and I know that some of the sugar- 
beet growers are probably hurt on this. 

But I think to be consistent with our foreign policy and as expressed 
by H. R. 1 and which was fought backward and forward and so 
arduously in the Senate and House, to be consistent with that, cer- 
tainly there ought to be instead of further subsidy a cutting back of it 
if we are to be consistent. 

Mr. Poace. That is what I gathered from your discussion. 

Mr. Jackson. Yes. 

. Mr. Poace. I don’t want you to understand I approve that view- 
point. My viewpoint is pretty well known that we should maintain 
the support of farm products not only of sugar but of other farm 
products as well. 

Mr. Jackson. There you start getting where it kind of hurts a little 
bit. Insofar as we can and have a readily available market of the 
commodity, I think that it is appropriate for a lot of this subsidization 
to be cut back. That is my personal feeling on it. 

Mr. Poace. You think a lot of this subsidization is appropriate ? 

Mr. Jackson. That it be reduced. 

Mr. Poace. Then I take it that you favor reducing the supports on 
tobacco ? 

, Mr. Jackson. Well, now I don’t know that I would quite go that 
ar. 

Mr. Poacer. I don’t favor reducing the supports on tobacco. 

Mr. Jackson. Our tobacco farmers in Kentucky had the issue up 
recently whether the acreage should be cut back. They voted and cut 
back the acreage a little. That ought to be followed. 

Mr. Poace. By a 96 percent vote? 

Mr. Him. Suppose we do that on all our food, where would the 
gentleman get his breakfast? You would not have anything to do 
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if you had all the food producers then do exactly what the tobacco 
people did, we all would go to bed hungry and the gentleman knows 
that. 

Mr. Jackson. Not without sugar because there is plenty of it. 

Mr. Poage. I am surprised that my colleague has not learned that 
the only cuts you can make wnder the support price program in the 
United States are to bring production into balance with demand and 
that there is no authority under the law as it is now written to reduce 
the production of any single commodity below the market demand 
in the United States. 

Mr. Bass. Except sugar. 

Mr. Poacr. Except sugar, possibly. I think I will have plenty to 
eat for breakfast tomorrow morning if we applied the 90-percent 
program and the tobacco and cotton and wheat-acreage program to all 
of the food commodities in the United States, because there is no way 
under our law that you can reduce production down below American 
demand. 

Mr. Bass. Except sugar. 

Mr. Poaer. All right, except sugar. 

Mr. Marruews. Would you yield, Mr. Chairman ? 

Mr. Poagr. Yes. 

Mr. Marrnews. Mr. Jackson, do you have any growers of sugar- 
cane or sugar beets around Louisville ¢ 

Mr. Jackson. No; none to my knowledge. 

Mr. Marruews. That pinpoints the problem we have. 

Mr. Jackson. I realize that. 

Mr. Marruews. I come back to the same question I have pro- 
pounded before. The export trade of your firms in Louisville is very 
interesting and is very worth while. But we have no way of knowing 
how much other firms in Louisville might obtain if they could sell 
products to the producers of sugarcane and sugar beets if they were 
granted a little bit more acreage allotment. 

Mr. Jackson. I believe, Mr. Congressman, that is the same sort of 
reasoning that got us into the Smoot-Hawley tariff approach. 

In other words, let us raise everything by ourselves, and sell it to 
ourselves. The experience our economy has seen over the past few 
years, particularly during the war and postwar period, is that an 
increase in foreign trade increases our economy. So I am “agin” it 
myself, that type of reasoning. 

Mr. Matruews. I think the increases are to the advantage of the 
exporting firms. I am not so sure at times that it strengthens the 
position of the farmer. But let me 

Mr. Jackson. Wait a minute. When you mention exporting firms, 
you are mentioning the farmer. Our tobacco farmers, we sell a lot 
of cigaretts in Cuba. 

Mr. Matruews. You don’t mean to tell me that the American 
farmer, as such, gets as much from Cuban trade as Cuba gets from 
the American farmer, if you want to be specific. 

Mr. Jackson. That is like the analogy of the thimble and the wash- 
tub somebody mentioned. It is just simply a matter of different sizes. 

Mr. Marrnews. My position is that I don’t think that you can 
prove that the American farmer, as such, is getting as much from 
Cuba as Cuba gets from the American people in this particular in- 
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stance; as far as your export trade and your import trade are 
concerned. 

Mr. Jackson. I still think you are comparing, if I may say so, Mr. 
Congressman, peanuts to rabbits or something like that. I don’t see 
that they go together. 

Mr. Matrnews. That’s right. I am the peanutman and you are 
the rabbitman in this instance—not the peanut politician. 

Let’s say I am working from the standpoint of the little farmer 
who is growing peanuts and other things and in your capacity you 
are looking from the viewpoint of the export trade which I think is 
worthwhile. 

Mr. Jackson. If I could feel and know fairly well that this reallo- 
cation would go to some little farmers be they cane in Florida or 
sugar beet in Colorado, to some little people I probably might feel a 
little differently on my position. 

But it is my understanding that this thing has come into the hands 
of a few rather substantial producers. Some man in Florida getting 
$750,000 subsidization. What is little about that / 

Mr. Marrnews. I will not be critical of our friends. I love the 
people of Cuba. Are you so sure that your proposition will help the 
little man in Cuba ? 

Mr. Jackson. It is my understanding that they have to sell the 
sugar. It will provide him a job and a market for the only com- 
modity that experience has shown he can produce. 

Mr. Marruews. I go along with that. 

Just this one other thought. Do you think that any change in 
allocation with the smaller percentage that this legislation proposes 
would have such a disastrous effect on trade with Cuba ? 

Mr. Jackson. Maybe not disastrous but it simply indicates, shall 
T say, a vacillation or policy that we have so recently announced in 
our foreign trade policy. They kind of undercut the thing and nip 
at it. We come out and say in one bill that was battled back and 
forth through both Houses of Congress and finally compromised, we 
are going to recognize our moral commitments. 

That is the one thing that I think is foremost in this thing. The 
fact that we enacted the bill in 1948, amended it in 1955, and told 
these people during the Korean situation we wanted them to produce 
sugar because our beet and cane farmers were gainfully occupied 
elsewhere. 

We called upon them to do so. I am sure you are familiar with 
the manner in which cane sugar is produced. That you put it in on 
a 5-year basis and now in 1951 we say you can run on through 1956 
on this basis. It is just like you and I contracted to cover a period 
of 7 years and then you come to me at the end of 4 years and say, 
“Look, we reached this sort of an understanding and agreement, but 
let me now, I being in a position to do so, change my mind.” I don’t 
think it sets well. 

Mr. Marrnews. I hold the position that the American farmers 
during World War II were called upon by this Government to pro- 
duce and because of that production, they had great stocks of wheat 
and cotton. 

Mr. Jackson. And did a tremendous job. 

Mr. Marrnews. They have been cut 25, 30, 35 percent, and I think 
then that if the American farmer is called upon to accept a sacrifice 
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that the same principle of sacrifice might hold true with other legis- 
lation that we have passed or may pass. 

Mr. Jackson. I have no exception to that, Mr. Congressman. I 
think our farmers did a tremendous job. 

Mr. Marruews. Thank you very much. 

Mr. Jackson. Thank you, Mr. Chairman. 

Mr. Bass. Mr. Jackson, I appreciate your endorsement of H. R. 1, 
the reciprocal trade program that was fathered by Secretary Cordell 
Hull from my State. 

Mr. Chapman testified here a minute ago on a sort of principle of 
reciprocity in establishing of quotas. 

Would you think that would be a fair basis if we reallocate the 
offshore sugar. I am not taking into consideration the American 
production of sugar but that which we buy outside of America, would 
you think that the reciprocal trade theory would be a fair principle 
of determining quotas ? 

Mr. Jackson. I am sympathetic to the argument that Mr. Chapman 
and Mr. Moore made. I think probably subject to an exception of 
the timing to give consideration to the thing we were discussing here 
about the matter of the commitment—in other words the chairman 
and I believe—or possibly Congressman Hill asked a question about, 
well, we have to act now. 

For present purposes it seems to me this committee’s bill should be 
recommended out to go ahead and conclude it this way. If at the 
end of December 31, 1956, there is a reallocation and the present 96 
percent of the foreign production of sugar that is going to Cuba is 
modified in some manner, we of the Foreign Trade Club would not 
feel too put out about that. : 

I think, however, that both of the previous statements recognize 
and as we feel very strongly about the historic position of Cuba in 
this thing. 

Mr. Horr. Aside from the element of time—I am not going into 
that—aside from that, the principal question involved here is whether 
we are going to go back to the policy which we had prior to 1948 and 
permit the foreign countries and the domestic producers to share in 
the increase in consumption here in the United States. 

That is the principal question involved here except the question as 
to whether we should do it now or at some later date. 

What are your views on that point? 

Mr. Jackson. You mean the national growth increment that comes 
both locally and foreign ? 

Mr. Hopp. Yes. 

Mr. Jackson. Being basically—and this I must submit is my per- 
sonal view—interested and imbued with the idea that we will have a 
strong economy out of an interchange of commodities and a freer 
trade approach on this thing, I would be inclined personally to let as 
much of it, a larger part of it go to the foreign producer, whether it 
be Cuba, Mexico, or Peru, if they can demonstrate an ability to raise 
sugar and sell us sugar cheaper than we can do it here, which has 
been, I think, demonstrated because we subsidize our production. 

We have to do so. So that I feel that the ultimate good of our 
entire question will be served by allocating a major part of it to the 
foreign market. Perhaps along the line Mr. Bass suggests and then 
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put on something there to bring the price on it on a tariff basis and 
let us have the income rather than pay out the subsidization. 

That is my personal feeling, Mr. Ceativebemat 

Mr. Hore. In other words, you want to freeze the domestic indus- 
try where it is now? 

Mr. Jackson. Not necessarily freeze it. Well, perhaps that-is an 
appropriate phraseology. Freeze it because the more that you pro- 
duce here the more you subsidize. I have expressed my views as 
being opposed to the subsidization of it. 

Mr. Horr. That applies to any industry that we afford protection 
from imports. Do I understand then that your position is that of 
utter and entire free trade in all commodities? 

Mr. Jackson. No, sir, if I have left that impression, I would like 
to correct that. 

I do not think that is practical at this time. I think there must be 
control in various areas and either by import duties or by tariffs. 
The trend is and I feel it should be in the direction of a freer exchange, 
not at this time a complete breakdown of control on it through tariff 
and duties and so on. 

Mr. Horr. Let me call your attention to one thing more and that 
is that as far as acreage is concerned, domestic production of sugar 
in this country did not increase. 

We have no greater acreage now than we had when this original 
act was passed in 1934. 

Whatever increase we have had in production has been due to more 
efficient farming and the use of better methods and better seed and use 
of machinery and that sort of thing. 

Do you think that farmers who have improved their farming oper- 
ations and made them more efficient should for that reason be required 
to reduce their acreage now ? 

Mr. Jackson. I think, Mr. Congressman, not necessarily reduce— 
we will certainly if the efficiency of production has increased then in 
line with my argument, yes, a reduction of acreage would be probably 
necessary because we know under this controlled system that prevails 
in the sugar business, there is just a certain amount of it that can 
be used locally in the domestic market. 

Our demand or consumption is just so much. It is my position on 
it that if it requires a cutback of acreage that is what we did on Ken- 
tucky tobacco and I think that is what we ought to do. 

Mr. Horr. That does not leave very much encouragement to the 
farmer who improves his production. 

Mr. Jackson. I am not sure I agree with that. While he may have 
a feeling that beet sugar or cane sugar is the only thing he can pro- 
duce, if he casts about a little bit, we in Louisville like tomatoes and 
corn and other things and I think he should cast about and find an- 
other field in which there is a market. 

Mr. Horr. You are aware of the fact that we have surpluses of 
everything right now. I am not saying this in any sarcastic sense at 
all, but I am sure the Secretary of Agriculture and this committee 
would be glad to know to what crops any farmer can turn in this 
country today—we have reduced the acreage of all the basic commodi- 
ties drastically. 
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I don’t know of any place to which the farmer can turn tod: ay to 
find any market for any increased acreage or any acreage he takes out 
of the production of some other commodity. 

I don’t think that is going to be a permanent situation with a grow- 
ing population to take care of, but it is the situation now. 

Mr. Jackson. I am sympathetic with that situation and maybe I 
sounded facetious in saying turn to something else. 

I am simply saying this vis-a-vis the conflicting interests of the man 
in Cuba who must go without bread and the man who must get another 
extra $10,000 income, I would give the man in Cuba bread, : that is the 
simple essense of it. 

Mr. Horr. You know most of the sugar producers on the mainland 
are people who live on a family-type farm, do you not ¢ 

Mr. Jackson. I am not that familiar with it, Mr. Congressman. 

Mr. Horr. Most of those producers are people who live on what we 
generally call family type of farms. That is not true in some of the 
offshore producing areas any more than it is true in Cuba. 

In some instances it is a plantation crop. But the people in the 
continental United States who produce sugar are in the main small 
type farmers and they are the ones who ‘will be hurt if you have 
future curtailment. 

Mr. Jackson. I am not too well acqui ainted with exactly what the 
production is in the sugar-producing States. As I mentioned before, 
as far as I know we have absolutely none in Kentucky and that does 
not mean that I am not thereby interested in the others. 

I feel the total level of income and the initiative, the ingenuity of 
our American farmer is the thing that is really on the stake in this 
thing. If it is to be consistent with the policy as expressed on the 
foreign trade basis, then it behooves them to make some adjustment 
by way of shifting to another crop or something like that. 

Mr. Poace. Thank you very much. 

I don’t know how much further we can go. We have not made 
much progress this morning. 

(Discussion off the record. ) 

Mr. Poacr. Mr. Ray MacDonald, is he here? 

Mr. MacDona.p. Here, sir. 

Mr. Poacr. Mr. MacDonald, I wonder if you could give us some 
idea as to how extensive a statement you have? 

Mr. MacDonatp. Mr, Chairman, I think I could probably limit 
my remarks to a few minutes. I appreciate the time is running out 
for the committee. 

Mr. Poacr. We will be glad to try to help you. 


STATEMENT OF RAY MacDONALD, VICE PRESIDENT, 
INTERNATIONAL BURROUGHS CORP. 


Mr. MacDonatrp. I had a prepared statement which I will not 
touch on. I think I can save your time and perhaps my own by 
making a few comments. 

I would like to use just the introductory paragraph to say that my 
name is Ray W. MacDonald. I should like to thank the committee 
for giving me this opportunity to testify regarding this bill. 

I am the vice president in charge of the international division of 
the Burroughs Division. We manufacture, sell, and service account- 
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ing machines, calculating machines, and so forth, and sell them 
throughout the world. 

We are a Michigan corporation with home offices in Detroit and 
our annual business exceeds $165 million, about which 20 percent is 
derived from overseas business. I might say, gentlemen, if we took 
our defense business out of our total it would be larger than that. 
The total amount of business now being done is affected by that. We 
have about 18,000 employees in the United States. About 9,000 of 
those employees are engaged entirely in domestic sales and servicing 
operations that do not have a bearing on foreign trade. 

We have about 7,000 people engaged in manufacturing, engineering, 
and general offices and about 25 percent of the value of the products 
of these people is shipped abroad. So we are supporting about 25 
percent of these 7,000 people by our overseas trade. 

I am not going to go through the balance of this statement be- 
cause it recognizes some of the things that have already been said 
here this morning about the fact that this bill, as I understand it, 
would have the effect of reducing in the next 2 years the total amount 
of sugar imports from Cuba and contemplates, as I understand it, a 
limitation on Cuba’s participation in the future growth of the sugar 
industry or sugar market in this country, which you asked some of the 
other witnesses about. 

I would like to comment a little bit on how this thing faces a person 
in my position or my company and I think I am representative of 
many thousands of companies in a similar position. 

Since 1945 we have increased the number of people that are en- 
gaged in work devoted solely to international trade from a level of 
about 600 people to about 1,700 people. These people have in our 
business a year-round employment, 50 weeks a year, plus paid vacation. 

We have been fortunate in maintaining full employment during 
this entire period. We pay our people quite high wages. I might 
mention they range on ordinary production workers from about $2 
to about $2.40 an hour. These people are obviously very good buyers 
of agricultural commodities of all types, sugar and everything else 
produced by the American agricultural economy. 

I believe that has been demonstrated gentlemen, in testimony be- 
fore the House and in discussions that a steady and high wage indus- 
trial economy is the basis for prosperity of the farm economy. 

In other words, if we don’t have the worker who has year-round 
employment and high wages, we are not going to be able to sell 
our agricultural commodities whatever we do with quotas and produc- 
tion, and so forth. 

I recognize the very complex problem that you gentlemen are 
dealing with. I also, in my job, am required to travel around the 
world and talk to people aid to see what their problem is on the 
other side of the fence and we in this day and age are in a very difficult 
position. 

We have to represent our own people—you gentlemen do that where 
you come from. 

We have to represent the interest of the United States at large 
and the American consumer at large and gentlemen, whether we like 
it or not we are also representing the overseas citizen and nation and 
what we do with respect to quotas or allocations or tariffs has in many 
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circumstances a life-and-death effect upon the economies and, there- 
fore, the political life of these countries. 

I think this is particularly true of Cuba. I would like to draw 
a few facts to your attention, gentlemen, that I have learned from 
doing business in this area and that is that Cuba’s economy has grown 
less over the past 20 years than that of the United States as a whole 
or of her principal Caribbean neighbors. 

We find that markets are expanding more rapidly in Puerto Rico, 
Mexico, Venezuela, Colombia, and other parts of this area. 

This Caribbean Basin is an area in which the trade, the economic 
life, is tied to the United States. It has already been stated that about 
75 percent of Cuba’s total imports and export business is with the 
United States. This is equally true of Mexico, Venezuela, and 
Colombia. 

Therefore we have to give consideration to what is happening to 
the growth of these countries in consideration of legislation such as 
you have before you. 

I would like to comment on some of the aspects of the discussion 
that has been before the committee and I would say this, that since 
we have demonstrated that we can substantially increase the number 
of highly paid stably employed workers based on selling to markets 
like Cuba, finished machines and all the types of American equipment, 
then I think it is in the interest, gentlemen, of the agricultural economy 
of the United States to do everything we can to further expand the 
a err of this type of expansion of a highly paid industrial 
worker. 

I might say this, gentlemen. I know that you are all interested in 
the agricultural aspect of this. You might feel that I am simply an 
industrialist coming here to plead that side of the case. Let me say 
this, that I personally grew up as a farm boy in Wisconsin and have 
i barefoot acquaintanceship with the problems of prices and surplus 
commodities and all the problems we had particularly from 1930 to 
1938 which was an extremely difficult period in that area. 

But I do know this, that coming back to the basic proposition that 
those problems will not be corrected, or put it the other way around, 
the best way then to correct them is to provide as many opportunities 
as possible for highly paid industrial workers and to have the agri- 
cultural community grow and expand through the direct sale of all 
varieties of agricultural commodities to this growing industrial com- 
munity with special reference to Cuba, I do feel this, that the Cuban 
economy has been depressed. 

My own opinion is that it has been depressed and has failed to grow 
as we have grown and its neighbors have grown through the inter- 
actions of the tariff on sugar and the quota restrictions. 

I would say this, gentlemen. I would advise and recommend to 
you that you give the most favorable treatment to that economy dur- 
ing the future in considering the future allocations of sugar quotas. 

Thank you. 

Mr. Poage. Thank you. 

If there are no questions, we are very much obliged to you. 

(Discussion off the record. ) 

Mr. Poace. Vermont Smith, Nesco International Department. 

Mr. Surru. Yes, sir. 

Mr. Poace. How long would it take you, Mr. Smith? 
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Mr. Smirn. I would say about 5 minutes, even less. 
Mr. Poace. We will gamble with you. 


STATEMENT OF VERMONT SMITH, NESCO INTERNATIONAL 
DEPARTMENT 


Mr. Suirn. First of all, I would like to express my appreciation 
for the opportunity to appear before a committee of this sort; some- 
thing I have never done before. 

It is all very interesting for me to get a sort of an inside view of 
things of this nature. I think it is the duty of citizens in this regard 
if they get the chance to come down and perhaps—— 

Mr. Poagr. Would you speak a little louder ¢ 

Mr. Smirn. As I was saying, I think it is the duty of a citizen to 
come down and perhaps give his views on something. It is just as a 
citizen and as an individual engaged in the export business that I 
appear. I don’t pretend to be a spokesman for the company I work 
for or for the industry they are involved in. 

My name is Vermont Smith and I am employed as the export man- 
ager of Nesco; that is a housewares manufacturer and we sell our 
products in Cuba. There are two factors that influence my thinking 
on this question of sugar legislation and why I would request that 
favorable consideration be given Cuba. 

One is economic and the other is perhaps political to some extent. 
On the economic side, it won’t be news to anyone that sugar is basic 
to the economy of Cuba and that the more they sell of this commodity, 
the more they will be able to buy our manufactured products and 
farm goods. 

Cuba has no other industry really to fall back on. Take the United 
States; we have a good many industries. We, of course, are a great 
industrial Nation. In the case of Puerto Rico they have done a 
marvelous job and they have other industries perhaps to fall back on 
if something happened to the amount of sugar they could sell to us. 

Our business in Cuba is quite small ; it is less than $20,000 a year, but 
it is something that is growing and it is something that would natu- 
rally interest me as an export manager. 

I have been to Cuba a couple of times in the last year or so and 
have seen the effect of the cycle, the economy. If you get down there 
when the harvest and things are going on, people are more prone 
to buy and stock up. If you get there in a dry period, it is hard to sell 
them anything, believe me. 

Now on the other side, in the sort of political side of the equation of 
the matter I have some thoughts. Principally we find ourselves now 
in world politics or world forces, we only have a two-power balance 
of power. I don’t know whether that has ever happened before to 
such an extent. 

We being on one side, the United States, naturally need as many 
friends as we can get. Sometimes if we have to even sort of buy 
them or be oversolicitous perhaps it is in our interest in the long run 
to do so. 

I think other Latin American nations take a good look on how we 
handle this problem and they will judge us. Latin Americans have 
a very long memory about those type of things. We now on the one 
hand talk about our good-neighbor policy and we would like to help 
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backward areas and work in the interest of hemispheric solidarity and 
that sort of thing while on the other perhaps if we take a position 
that will cut the amount of sugar that Cuba sells, other Latin American 
countries will say maybe they are not so interested at all, they are more 
interested in something else. 

That is just about all I had to say and I hope I stayed within the 
5 minutes or so. 

Mr. Poace. Weare very much obliged to you. 

Dr. Fernés-Isern. One single question. 

Puerto Rico was mentioned. You feel we have done a good job in 
Puerto Rico in industrializing some of our activities / 

Mr. Smiru. Yes, I believe so; I lived in Puerto Rico for a year and 
a half. 

Dr. Fernés-Isern. You thought Puerto Rico would have something 
else to fall back on. Do you happen to know how many unemployed 
we have at present and have had for many years ? 

Mr. Smiru. No, I don’t. 

Dr. Frrnés-Isern. The number of unemployed in Puerto Rico even 
now is 125,000. That is all. 

Mr. Poace. Thank you, Dr. Fernds. 

Thank you, Mr. Smith. 

We are going to close here shortly but I see we have a lady waiting 
on us and I did not know that. 

Mrs. Martha Brooks Brookings is listed as the next witness. Is 
Mrs. Brookings here? 

Mrs. Brooxrnes. Yes. 

Mr. Poacr. Mrs. Brookings, how long do you think you will take? 

Mrs. Brooxines. Three minutes. 


Mr. Poace. Fine. This gets better the further we go. 

Mrs. Brooxrnes. You can read it anyway. I have copies for you 
to read it. 

Mr. Poace. We will be glad to have it. 


STATEMENT OF MRS. MARTHA BROOKS BROOKINGS ON BEHALF 
OF LEPAGE’S, INC., GLOUCESTER, MASS. 


Mrs. Brooxtnes. Mr. Chairman and members of the House Com- 
mittee on Agriculture, my name is Martha Brooks Brookings. I am 
a director of LePage’s, Inc., Gloucester, Mass., manufacturers of 
adhesives since 1879, on whose behalf I am making this statement. 

LePage’s Inc., is opposed to the legislation, H. R. 5406, now before 
you, because Cuba is one of our oldest and best customers outside the 
United States. 

We contend that this bill, by reducing the sugar quota from Cuba, 
will weaken the economy of the island and will make it more difficult 
for the merchants of Cuba to obtain the dollars they need in order to 
buy our adhesives. 

euben Brooks (my father) and W. N. LePage started the manu- 
facture of liquid fish glue before I was born, using as raw material 
waste products, codfish skins and bones. At the present time our raw 
materials also include gums, starches, plastics, synthetics, and so forth. 

LePage’s products are used not only to mend but also to make a 


aes variety of articles in homes, schools, at workbenches, and so 
orth. 
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In Cuba our package lines are sold through stationers, hardware 
merchants, and general stores and consist of glue, paste, mucilage, 
cements, and specialties. Our industrial lines go to manufacturers of 
envelopes, paper boxes, and others. Printers and publishers use 
LePage’s photoengraving glue and our pedding compound, 

Our export manager reports that Cuba, always among our best 
customers, has ranked first or second in our world markets 9 times in 
the last 12 years. 

We want her to maintain her leadership. 

From 1905 to 1918 I was a chemist in the factory laboratory. On 
the death of my father in 1926, I became a director of the company. 
More important for the present question, however, is the fact that 
in the last 3 years I have traveled over 100,000 miles by ocean steamer, 
While these trips were for pleasure, rest, and relaxation, I made it a 

oint wherever possible to call socially upon our customers and agents 
in the far harbors of the world. Too often they were former cus- 
tomers and the reason given for our dead trade was always the same— 
“We have no dollars with which to buy your goods.” 

Let me speak of three of the countries visited : 

South Africa (fall of 1952): This was my first experience in a 
market limited by lack of dollars. Factories were ordering some of 
our bulk adhesives, but our packaged goods had disappeared from the 
stores. 

Australia (spring of 1954) : The people were most friendly to Amer- 
icans but the only LePage product being imported was photoengrav- 
ing glue, a very special line, difficult to manufacture. 

Argentina (December 1954): In Buenos Aires I called on three 
former customers who now import nothing from us—‘‘No dollars.” 
At the last company I visited, the president, a son of the founder, 
told me that when his father was on his deathbed, he kept asking, 
“Why don’t we buy some glue? Has our company no money so that 
you can order from North America?” As the son asked me, “How can 
you explain the dollar shortage to a dying man?” 

Fortunately Cuba has not reached that stage yet. We are very 
anxious to have her maintain her leadership among our export cus- 
tomers. 

You may think that a cut of $10,000 or $20,000 in trade a year will 
make little difference to us, but once we lose any part of the market 
to some other country, it is impossible to get it back. 

Cuba is a free and independent country—our men and boys died 
to make it so in 1898. It is untrue to their memory to plan a death 
blow to Cuba’s economic life. 

As other speakers have told you, this proposed bill will prevent the 
sale of a larger part of the sugar crop planted in Cuba with the 
reasonable expectation that it would find a market in the United 
States in 1955 and 1956. 

The consequent loss of income will hurt the economy of Cuba and 
react. very unfavorably upon LePage’s, Inc., and every other firm 
seeking to export manufactured goods to Cuba. 

We earnestly hope this committee will oppose H. R. 5406 as we do. 

Mr. Poage. Thank you very much, Mrs. Trakioes, 

Are there any questions for Mrs. Brookings? 

If not, we are grateful, indeed, to you for coming down here and 
giving us your statement. 
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Now I think the committee is going to be forced to adjourn though 
it leaves us with a substantial list of witnesses we had hoped to hear 
today, unheard. We can only tell you that the committee will be in 
session again Monday. There are some 26 witnesses listed for Monday. 

I presume Mr. Cooley will have to call them and then we will prob- 
ably come back to this list that was not called today. 

I wish that we could tell you that everybody had been heard. We 
want it just as much as you. 


I believe you can understand our problem. The committee will 
adjourn andi Monday morning at 10 o’clock. 

(Whereupon at 12:40 p. m. the committee adjourned, to reconvene 
at 10am. June 27, 1955.) 

(Additional statements submitted to the committee follow :) 


SouTHERN OxyYGEN Co., 
Washington 19, D. C., April 22, 1955. 
Hon. Harotp D. CooLey, 
House of Representatives, Washington, D. C. 


Str: Because our company is operating a manufacturing plant in your State 
and also in three other States, and, in addition, operating an export office in 
New York from which we do a very considerable business in the export field, I 
am writing to you expressing our interest in the present efforts to reduce the 
sugar quota admitted from Cuba to the United States. 

Qur.eompany sells a very substantial amount in dollar volume, representing 
products manufactured in this country and purchased in Cuba, as well as other 
countries, whose only opportunity to obtain dollars for those purchases is repre- 
sented by the products they can sell back to us in this country. Whenever we 
curtail their ability to buy by reducing import quotas into this country, our 
sales are proportionately reduced by that amount. 

As a manufacturer in the United States, we naturally object to the lack of 
any restriction on foreign imports, but believe that in the case of Cuban sugar, 
since the present sugar quota is very substantially less than it was in the past 
years, there is a reasonable balance which should be maintained if we hope to 
continue to sell some of our products overseas. 

Appreciating your consideration in this matter. 

Respectfully, 


SOUTHERN OxyYGEN Co., 
R. B. Sworr, President. 





SOUTHERN OXYGEN Co., 
Washington 19, D. C., June 22, 1955. 
MEMBERS OF THE COMMITTEE ON AGRICULTURE: 


The Southern Oxygen Co., a manufacturer of compressed gases, used for 
medical and industrial purposes, is also a reseller of equipment and supplies. 
It operates plants in Maryland, New Jersey, North Carolina, and Tennessee. 
It has an export office in New York. The company has been in existence 40 
years, and during the last 10, in the export field. 

We export some medical gases and acetylene cylinders, manufactured by 
us, but mostly equipment and supplies made by others. These export sales have 
been growing steadily, constituting materials shipped to Western Hemisphere 
— and to Europe. The volume this year will be approximately $1 
million. 

The basic method of accomplishing such sales is simple. If we sell $1,000 worth 
of material to any foreign country, they must find the dollars to pay their 
bill. They can only get that $1,000 by selling us, or some other customer in the 
United States, goods or services or giving an evidence of debt for that amount. 
They may do this through some other country before they obtain their dollars 
through some clearinghouse, but eventually they must export goods or services 
to us, or to someone, to pay their debt. Otherwise, they go hopelessly in debt. 

No country can exist completely self-sufficient. We need the sugar, nickel, and 
manganese of Cuba, and pay for it by shipments of automobiles, machinery, and 
supplies which they need. 

But suppose the Cubans wish to improve their standard of living: to build a 
better world in which to live. Their increasing imports from us clearly indicate 
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that intention. In reply do we say “No, we can produce increasing quantities of 
the sugar you now supply us. You better be satisfied with your present economy”? 
Yvidently that is what we are saying when, for the past 5 years, we have held 
the Cuban sugar quota to a declining scale while increasing our domestic 
production. 

Until 1953 our company segregated our Cuban sales, but not since that time. 
The following tabulation, however, will show our progress in 4 years. During 
that time it is obvious that our increase was made at the expense of some other 
exporter who sold less because of dropping sales of sugar by Cuba to the 
United States. 


| Cuban sugar Domestic Fouthern 

| . sales to sear pro- |Oxveen dollar 

|United States duction | sales to Cuba 
} 


1949 ia 3, 102, 743 3, 9O8, 958 $8, 602 
1950 | 3, 263, 993 | 4, 474, 754 30, 000 
1951. , | 2.946.306} 4.007.152 64. 120 
1952 ve 2, GR1, 896 | 4, 073, 339 149, 930 
1953. aes | 2, 766, 411 | 4, 484, 224 3 ; 
1954... Fenbi-nqeataaseeelll RA): 4a een ten 

' 

I sympathize with everyone, including the farmer, who wishes to increase 
production in his own business, but both farmers and manufacturers must real- 
ize that this great country cannot and should not attempt to be self-sufficient. 
The margin we export represents the difference between domestic prosperity 
and depression. To seriously reduce the importation of an item which is a 
basic product of any other country means depression there as well, and be- 
eause we are all interdependent, eventually that affects us. 

Of immediate interest to you, as legislators, is the fact that for our year ending 
September 30, 1954, we sold almost $1 million worth of equipment and supplies 
through our New York export office. We supported an export manager and staff 
to carry on that work and paid taxes to New York State as well. Then after 
adding those results to our domestic sales, we paid taxes to the Government on 
total sales of more than $6 million. So you see that export activity is a substan- 
tial part of our business and a heavy contributor to our tax payment. 

I, therefore, respectfully ask that nothing be done to further restrict the pur- 
chase of Cuban sugar, at least below the previous maximum imported from 
that country, and that a ratio be adopted which would increase the Cuban 
allotment by a factor determined in accordance with our increase in population 
and the value of exports from our country to Cuba. 

SouTHERN OXYGEN Co., 
R. B. Swope, President. 


STATEMENT OF IRVING JAY FAIN, PRESIDENT OF NEW ENGLAND Export Civs, Inc. 


My name is Irving Jay Fain. I appear before this committee in my capacity 
as president of the New England Export Club, Inc., to oppose legislation which 
would reduce Cuban sugar quotas for import to the United States. The New 
England Export Club has a membership of about 300 persons, representing most 
of the leading exporters of New England, together with their shipping people, 
insurance men, freight forwarders, and bankers. My own position in foreign 
trade is with the Apex Tire & Rubber Co., Pawtucket, R. I. 

At the regular monthly meeting of the board of directors of the New England 
Export Club, held on May 12, 1955, the following resolution was unanimously 
passed : 

“Resolved, That this club is opposed to any lowering of the present sugar 
quotas granted to Cuba under the Sugar Act of 1948. Cuba is a major market 
for nearly every exporting manufacturer and exporter in New England, the 
dollars for which purchases are provided almost entirely by OCuba’s export of 
sugar to the United States. Any reduction in the quotas on sugar granted to 
Cuba will have a severely detrimente1 effect on New England’s exports to Cuba, 
thereby hurting New England economy and development.” 

First: The most obvious reason for this position of the New England Export 
Club is simply that Cuba is a good customer for American goods. Cuba is one 
of America’s largest customers, our ‘fifth largest, buying an average of $460 
million of our goods annually. Cuba is an unsubsidized customer. Cuba hag 
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been able to buy and to pay cash for this large volume of American goods 
because she earns the foreign exchange to pay for her imports with her exports. 
Sugar provides her with over 80 percent of her foreign-exchange income. Her 
ability to export her sugar directly controls her ability to buy American goods. 

The entire United States economy benefits from this large, prosperous trade 
with Cuba. The largest group of United States exports are foodstuffs, which 
constitute about one-third of Cuba’s imports from the United States. Farmers, 
producers, manufacturers throughout our country share in this export trade. 
We, the exporters of New England, ship to Cuba such varied products as 
textiles, paper, leather, glue, files, locks, hardware, tools, baby foods, potatoes, 
twine, brushes, firearms, silverware, beauty preparations, razors, electronics, 
bicycles, pumps, typewriters, time recorders, postage meters, rubber machinery, 
sugar-mill machinery, packaging machinery, textile machinery, abrasive ma- 
chinery, shoe materials, and Lydia Pinkham’s medicines. 

These exports from our own New England States can be traced to at least 
the following number of sources: 

In Vermont, 8 plants in 4 towns. 

In my home State of Rhode Island, 86 plants in 8 towns. 

In Maine, 20 plants in 14 towns. 

In New Hampshire, 38 plants in 18 towns. 

In Connecticut, 248 plants in 41 towns. 

In Massachusetts, 497 plants in 70 towns. 

Our experience in New England is typical of the entire country. We, the 
exporters of America, have a good customer in our friendly neighbor, Cuba. 
We want to keep her a good customer. This is a shining example of the axiom: 
“Imports create exports.” 

H. R. 5406 would reduce immediately Cuba’s exports of sugar to the United 
States, and in the future would make still greater reductions in Cuba’s participa- 
tion in the American market. Such reduction of Cuba’s exports of sugar to the 
United States would reduce her foreign-exchange earnings, thus would reduce 
her purchases of American goods. While American producers of raw mate- 
rials, of agricultural products, of manufactured goods are pushing for more 
foreign trade, the proposed legislation would have the opposite effect of reducing 
the volume of trade which we now have with Cuba, and the still greater volume 
which we can have. 

Second: We exporters of New England would be poor businessmen and poor 
American citizens, indeed, if we were to ask you to decide upon important 
legislation purely on the basis of our particularistic advantage. The United 
States produces economically many agricultural and industrial goods which it 
can sell in the open market to Cuba and the rest of the world. The United 
States produces uneconomically sugar from beet and cane, which can continue 
only under subsidization totaling at least $1.15 per hundred pounds. This 
uneconomic domestic sugar production requires three different types of protec- 
tion: A guaranteed marketing quota, an import duty, and a cash subsidy. This 
is a direct penalty on the consumers of the United States of at least $1.15 per 
hundred pounds. 

The proposed legislation would provide for expansion of this admittedly un- 
economic and subsidized sugar production in the United States. This not 
only penalizes American consumers with the additional cost of this additional 
domestic sugar, but it has the broader effect of channeling more of the pro- 
ductive energy of this country into a commodity, the production of which is 
uneconomic in this country; thus diverting such energies away from the pro- 
duction of other goods which are produced relatively more advantageously in 
this country. 

Third: Our position as active exporters in the world market compels us to 
look beyond the borders of our own country in considering the effects of the 
proposed legislation. We ask you to give heed to the adverse effect of this 
proposed legislation on the position of the United States vis-a-vis the raw ma- 
terials producing areas of the world. 

In all the world, there is probably no other economic relationship between 
two countries so close as the Cuban-American relationship with respect to 
sugar. The transcendent factor of the Cuban economy is that it is a one-crop 
economy, and that its biggest customer for this one crop is the United States. 
The United States has no legal power to direct the economy of Cuba; yet per- 
force the United States cannot avoid exerting the most important single in- 
fluence upon the economy of Cuba through its sugar purchases. The United 
States has no legal obligation to concern itself with the economy of Cuba; yet 
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it has a profound moral obligation to concern itself with the economy of a 
friendly neighbor and of a supplier who is so dependent upon the United States 
as a customer. Cuba bears a special relationship to the United States. Cuba 
became an independent nation because of the United States. Cuba is near to 
the United States geographically and politically. Cuba offers strategic military 
bases to the United States. The Cuban people and the American people are 
good friends. Travel between the two countries has reached the stage almost 
of commuting. Trade between the two countries is sizable and constant. The 
currencies of the two nations are at par, and are practically interchangeable 
without restriction, Cuba knows and prefers American products. Cuba buys 80 
percent of her imports from the United States. Cuba grants American products 
a tariff differential of at least 20 percent. The entire Cuban economy is tied 
closely to that of America. 

The Cuban population is increasing. Cuba needs more imports to maintain 
a decent standard of living for this growing population. Cuba needs to partici- 
pate in the expanding American economy by increasing her shipments of sugar 
so that she can increase her purchases, in order to satisfy the needs of her 
growing population. If, instead of an increase, there should be a decrease in 
her participation in the expanding American economy, her standard of living 
would fall, with resultant damage to her economic and political stability. 

Cuba is not unique in its dependence upon a single crop. Many of the so-called 
underdeveloped nations which provide the raw materials for the industrialized 
nations have a one-crop or a two-crop or a three-crop economy. These nations 
recognize that their economies are vulnerable to the gyrations of price and of 
demand for their export commodities ; gyrations over which the producing nations 
have little or no control. This natural concern with their vulnerable economic 
position was high-lighted during the recent conference in Bandung, Indonesia. 
These raw material-producing nations expect the consuming nations to be at 
least as concerned with their welfare, as a manufacturer in the United States is 
concerned with the welfare of his raw materials suppliers. 

The raw material-producing areas have a right to expect that the raw ma- 
terials consuming areas will try to maintain open and friendly markets for 
raw materials. They have a right to expect that the relatively developed and 
industrialized and prosperous customers for raw materials will not engage in an 
uneconomic effort to deprive the raw material countries of their sole means 
of livelihood by fostering the development of uneconomic raw material pro- 
duction in the industrialized countries. 

These raw material-producing areas, the so-called under-developed areas of 
the world, are also areas of great population, currently emerging into political 
and economic independence. The United States cannot avoid its role as economic 
leader of the world. Its trade relations with Cuba will be looked upon as a bell- 
wether by all of the raw materials producing nations of the world. 

If the United States were now to encourage the increase of uneconomic sugar 
production in this country at the expense of economic sugar production in the 
friendly neighbor Cuba, would this not be interpreted by the world as a sign of 
little genuine concern with the economic well-being of a friendly neighbor? 
Furthermore, if the United States were to change domestic sugar quotas to become 
effective in 1955, while the 1948 Sugar Act as amended spells out such quotas 
through 1956, thus changing signals in midstream, would this not be interpreted 
by Cuba and by the world as a breach of faith? 

In conclusion, it is known that sugar can be produced more cheaply in Cuba 
than in the United States. It is known that Cuba has the capacity and the 
desire to increase its sugar shipments to the United States if it is permitted to 
do so. It is known that sugar producing areas in the United States can be 
diverted to other agricultural products, and were so diverted during the Korean 
war and during the Second World War. It is known that increased imports of 
Cuban sugar to the United States mean increased exports of American goods to 
Cuba. It is known that an expansion of this well-established two-way trade— 
Cuban sugar for American goods—is to the economic interest of both countries 
and to the benefit of consumers in both countries. Yet, this proposed legislation 
negates these truths. It ignores the obligations of the United States toward a 
close friend. It ignores the welfare of the American consumer. It ignores the 
interests of American industry and agriculture. 

So, as businessmen, as exporters, as consumers, and as just plain citizens, we 
urge you to oppose H. R. 5406. 
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MONDAY, JUNE 27, 1955 


Houser or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m. in room 1310, New 
House Office Building, Hon. W. R. Poage presiding. 

Mr. Poace. The committee will please come to order. 

I understand that the chairman has been delayed but will be here 
shortly. In view of the large number of witnesses we will call the 
meeting to order and proceed as rapidly as possible. Mr. Cooley will 
take over when he arrives. 

I believe that we called Mr. Walter Mason on Saturday and he was 
not here Is Mr. Mason here today ? 

(No response.) 

Is Mr. Milton Plumb present? We called Mr. Plumb on Saturday 
and he was not here. 

(No response. ) 

Mr. Poage. He is not here today. 

Is Mr. A. W. Steinke present ? 

(No response. ) 

Mr, Poaee. He is not here. 

Is Mr. E. Armand LeRiche present ? 

(No response.) 

Mr. Poser. He is not here. 

Is Mr. M. R. Hatch here? 

(No response. ) 

Mr. Poace. Mr. Hatch of Cincinnati is not here. 

Is W. R. White of Cedar Rapids present ? 

(No response.) 

Mr. Poaae. He is not here. 

That completes our Saturday list. 

The first I have on the Monday list is Congressman Morano, who 
desires to appear to 11: 45 o’clock. 

Our next witness then is Dr. Ernesto Galarza. 

If you will come forward we will be very glad to hear from you. 


STATEMENT OF ERNESTO GALARZA, ACCOMPANIED BY FRANK 
LEPEYHOLLEIE, SECRETARY, LOCAL 317, UNION OF SUGAR 
WORKERS, AFFILIATED WITH NATIONAL AGRICULTURAL 
WORKERS UNION, A. F. OF L. 


Mr. Gatarza. Mr. Chairman and members of the committee, the 
National Agricultural Workers Union, AFL, has a clear and vital 
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interest in the proposals now before this committee to amend the Sugar 
Act. Over 15,000 plantation workers, field hands, tractor drivers, ma- 
chine operators, and maintenance men are affected by the operation 
of the act in the Louisiana sugarcane industry alone. Many of these 
workers are members of our union. 

When we say that these thousands of wage earners are affected 
we are referring to the specific terms and principles of the Sugar 
Act, the purposes of which are to regulate commerce; to promote 
the export trade of the United States, to protect the welfare of con- 
sumers, and to protect the welfare of those engaged in the domestic 
sugar-producing industry. 

In the official publications of the Department of Agriculture the 
principles and objectives of the Sugar Act have been repeatedly set 
forth. They are in the language of the Department itself, to fix a 
fair division of returns between growers and processors; to fix a fair 
and reasonable wage for those engaged in producing, cultivating, and 
harvesting cane; to assure a fair division of the benefits of the sugar 

boarem etween growers and farmworkers; and to eliminate child 
abor. 

These principles and objectives, together with the administrative 
orders and procedures which have been laid down, constitute the 
United States sugar program. 

The interests and alate of the plantation wage workers are built 
squarely into this legislation. Any proposals to amend the act, there- 
fore, make it necessary for our union and the men and women it 
represents to give such proposals very careful study. We appreciate 
the opportunity to give you our views concerning them at this time. 

Our interest is based not only on the clear language of the law, 
but also on the nature of the proposals under discussion. These 
proposals would have a threefold effect. They would increase the 
tonnage allotment to domestic producers; they would increase the 
benefit payments to growers; ne they would extend the operation of 
the amended act until 1962. That this is the basic strategy at which 
the Department of Agriculture and the representatives of the indus- 
try have arrived is indicated in the press release of the Department 
June 8, 1955 (USDA 1444-55). 

In this statement we do not wish to go into the question of per- 
centage quotas or tonnage allotments or other technical-economic 
aspects of the proposals. We limit ourselves to the facts that we 
have concerning the administration of the act in the sugarcane indus- 
try of Louisiana, which produces the bulk of mainland sugarcane, 
and we raise these fundamental questions: Is the committee going 
to recommend to Congress measures which will increase the cash 
benefit payments to large and prosperous sugarcane corporations 
without inquiring whether present benefits are being fairly divided 
between growers and workers ? 

Is Congress to be rushed into extending the act until 1962 without 
taking into account the glaring failures of the United States sugar 
program with regard to the sugarcane plantation workers? 

You are being asked not only to approve additional cash benefits 
ranging from $600,000 to $2,400,000 a year, depending on the tonnage 
and its allotment to growers by size of operation. You are being 
asked also to extend the act without considering the failure of this 
program to achieve one of its fundamental congressional mandates— 
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to protect the welfare of the workers engaged in producing, cultivat- 
ing, and harvesting sugarcane. 

From the standpoint of our union and the workers we represent 
the sugar program is a failure. In the context of labor and human 
relations, the principles of the law have littel relation to the facts of 
the industry. We want to call your attention to the principal fail- 
ures of the program in relation to wages and income; prequisites; the 
protection of workers; the adjustment of grievances; and the right 
of organization. We will conclude by referring very briefly to the 
inadequacies of the program in relation to the small cane farmers. 


WAGES AND INCOME 


Here are some of the facts on wages in Louisiana sugarcane: 

The latest documented study of wage payments on corporation- 
owned plantations shows that workers were drawing paychecks for 2 
weeks of work on the following order: $28.60; $32,50; $21.00; $41.40; 
$18,90; $12.98, and $7.94. We have the record of a yardman who put 
in 252 hours of labor and received pay amounting to $112.51. 

In 1953 adult plantation workers other than year-round employees 
earned no more than $550 to $650. Permanently employed tractor 
drivers and other skilled machine operators made from $1,100 to $1,250 
a year. Only asmall group of skilled mechanics was able to reach the 
income bracket of $1,800 to $2,400 a year. Among the members of our 
union common laborers who were able to work on a more or less steady 
basis earned between $900 and $1,000 a year. 

Of such wages and income no one can be proud—not even the 
Louisiana corporations who pay them. A spokesman for the industry 
has stated : 

We regret that we cannot speak with pride of the wage rates paid by us 
(Times-Picayune, August 3, 1952). 

It is not only the wage rates that make many people blush. The 
wage system is full of anachronisms. Often when plantation workers 
are asked what wages they are receiving they can honestly answer: 
“T don’t know.” e same type of work is paid for at varying rates 
on different plantations. The sugarcane industry is the only place, 
so far as we know, where labor is classed as a commodity, its compensa- 
tion dependent on daily fluctuations of the stock market. 

Fair division of the proceeds of the industry is a cardinal principle 
which the Sugar Act extends to the workers. The wage dnalohen bee 
which the plantation workers are supposed to participate in the pro- 
ceeds of the sale of sugarcane in Louisiana is a mathematical night- 
mare. Moreover, the Department of Agriculture flatly states that 
fieldworkers participate in the proceeds from molasses, a byproduct of 
sugarcane ( ngprrone Reports, December 1954, p. 18). The National 
Agricultural Workers Union as flatly states that this is not true. 
Blackstrap payments are made at the end of the year as a molasses 
bonus. e know of no workers who receive any part of this bonus. 


PERQUISITES 


Once a year the Secretary of Agriculture issues orders setting the 
wage scales which he deems to guarantee a fair share of the proceeds of 
the industry to the workers. He does so under the authority given 
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him by the act. The perquisites have been defined as fringe benefits 
by the Department of Agriculture and they include “pensions, housing, 
medical attention, paid holidays, workmen’s compensation insurance, 
and unemployment compensation insurance.” The law says that the 
employer “shall furnish to the laborer, without charge” these benefits. 

This language does not in fact a ply to the industry in Louisiana. 

The plantation workers of that State have no unemployment com- 
pensation. They are not given holidays with pay. There is no pension 
system. On many plantations 8 out of 10 houses in the “quarters” 
(which is the word used to describe the residential homes of the 
workers) are unfit for human use, by Federal housing standards. The 
workers pay for their own medical attention. They pay for the 
electric current they use. 

A plantation which maintains a resident doctor is a rare exception. 
We have cited 1 instance of plantation workers being obliged to make 
a trip of 19 miles and to pay a fee of $5 to make a sick call at a 
physician’s office. The cost of drugs and premiums on medical 
insurance have been customarily deducted from paychecks. 

In short, about the only trace of the traditional perquisites that 
remains in the wage system of the Louisiana sugarcane plantation 
is the provision of free housing. The cash value of all other so-called 
fringe benefits has been estimated by some experts at less than $30 
a year. Yet official Government publications continuously stress 
perquisites as an important element in the compensation received by 
the workers. 

COVERAGE OF WORKERS UNDER THE LAW 


The Sugar Act extends its benefits to “those engaged in the do- 
mestic sugar-producing industry.” Because employees of refineries 
and grinding mills are covered by the provisions of other Federal 
laws on wages, hours, and other aspects of employment, the Sugar 
Act is superfluous with respect to these groups of employees. 

With regard to all other workers, it might be expected that the 
law means what it says. But again we discover a signal failure of the 
sugar program. There is a group of plantation employees, whose 
number is undertermined but which runs into the hundreds in Louis- 
iana alone, who are outside the law These are the welders, carpenters, 
mechanics, painters, electricians, and other types of skilled mainte- 
nance men who keep the tractors, mechanical harvesters, loaders, 
cane wagons, trailers, plows, and draglines in repair. Without their 
services the planting, cultivating, and harvesting of sugarcane in 
Louisiana would come to a dead stop, for the industry is highly 
mechanized and becoming more so each year. 

Why is such an important element of the plantation labor force 
deprived of all legal protection ? 

Tn 1953 our union presented several hundred claims for unpaid time 
in behalf of maintenance mechanics employed on the plantations. 
The Department of Agriculture ruled that this type of employee is 
not covered by the Sugar Act. A letter went to Louisiana from 
Washington saying just that. An officer of the Department vested 
himself with plenipotentiary judicial powers in order to hand down 
an interpretation of the Sugar Act under which the claims were filed. 

Our feeling is that in exercising plenipotentiary powers, this letter 
represented a bit of plentitituitary gall. 
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These were his orders written on April 10, 1953: 


It is our interpretation that workers performing services which are directly 
connected with production, cultivation and harvesting of sugarcane are covered 
under the wage provisions of the Sugar Act. Workers who are indirectly 
connected with sugarcane productions, cultivation and harvesting are not cov- 
ered under the wage provisions. These workers include, but are not limited 
to, yardmen, carpenters, blacksmiths, electricians, stablemen, welders, mainte- 
nance men, and repairmen. 

Two years later the Supreme Court of the United States handed 
down a decision in the Waialua case (Supreme Court Reporter, May 
93, 1955, V. 75 No. 15, pp. 719-732). In this decision the court held 
that the agricultural exemption of the Fair Labor Standards Act 
applies to— 
those engaged in the repair of equipment used in performing agricultural 
functions * * * mechanics, electricians, welders, carpenters, plumbers, ‘and 
painters. 

In the same decision the court made this significant reference: 
The Fair Labor Standards Act clearly covers those engaged in re- 
fining sugar; and the Sugar Act provides for reasonable wages for 
those engaged in the production, cultivation, or harvesting of sugar 
cane, 

This sort of thing can happen only to the agricultural workers of 
the United States—the denial by administrative usurpation of au- 
thority of wage claims running into many thousands of dollars, and 
the creation of a special kind of constitutional law for farmworkers 
only, interpreted by officials of the Sugar Branch of the Department 
of Agriculture. 

We wish to call your attention to the fact that the Department 
of Agriculture includes these very same skilled mechanics in the 
statistical averages of wage rates and earnings published by the De- 
partment (United States Sugar Program, p. 25, fig. 5). The com- 
paratively higher earnings of these skilled men are needed to pad the 
iigh-wage levels which the Department states prevail in Louisiana 
sugarcane. But the men who earn these wages are excluded from 
legal coverage under the Sugar Act. 

Grievance Procedures: The Sugar Act purports to “protect the 
welfare * * * of those engaged in the domestic sugar-producing in- 
dustry.” Nothing is more important to the welfare of workers than 
the prompt, just, and fair hearing and settlement of their grievances. 

The Sugar Act sets up a grievance procedure unique in American 
legislation. This procedure is set forth in Circular SU-—193 entitled 
“Instructions for the Handling of Claims by Laborers Against Pro- 
ducers for Unpaid Wages.” 

There exists in Louisiana what are called parish committees com- 
posed entirely of growers in whose hands the Department of Agri- 
culture places the grassroots control of the sugar program. The parish 
committee is composed of employers only. Yet it 1s the channel by 
which claims are processed, the agent by whom they are investigated, 
the tribunal to which they are appealed, and the judge by whom they 
are adjudicated. Claims are investigated only if the parish committee 
deems it necessary. 

There isn’t a lawyer in Congress who would defend such a system. 
There isn’t a legislator who would willingly subject himself and his 
affairs to this kind of administrative procedure. But it happens to 
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sugarcane plantation workers in the State of Louisiana every day. 
It is one of the signal failures of the sugar program, 

Collective bargaining and union organization: The Sugar Act, as 
interpreted by the Department of Agriculture, is the plantation work- 
ers’ substitute for organization and collective bargaining. Wages, 
grievance procedures, and all the other vital concerns of a worker 
are settled for the Louisiana plantation employees by the Secretary 
of Agriculture. 

Just how do the corporations in Louisiana sugarcane appraise the 
Sugar Act in conjunction with other Federal legislation dealing with 
labor relations? 

Two years ago three of the leading sugar corporations in that State 
obtained a cruel and unusual injunction by which they broke a strike 
of their employees. Counsel for the companies, in argument before 
the court, said: 

The Labor Management Relations Act of 1947 * * * and the National Labor 
Relations Act of 1935 * * * excluded agricultural workers * * * and * * * the 
foregoing exclusions are based upon sound reasons of public policy and were 
specifically made to hamper and prevent individual agricultural workers from 


organizing and acting in concert for the purpose of obtaining recognition as 
a union. * * * 


For the past 2 years the Secretary of Agriculture under the Sugar 
Act has fixed as fair and reasonable the minimum wage to be paid 
plantation workers at 44 cents an hour. During the same period of 
time the sugarcane corporations have obtained a court order upheld 
by the Louisiana State Supreme Court which to all practical pur- 
poses denies these workers the right to form an organization, and to 
stop work in protest against their low wages and terrible working 


conditions. 

So great was the poverty of the plantation workers and so limited 
their resources that it has been necessary to appeal to the United 
States Supreme Court on a pauper’s oath. This appeal is now before 
the Court. 

Again, in a statement made by a representative of Southdown 
Sugars, Inc., on October 8, 1953, the following language appears: 

Indeed, the policy of the Federal Government as well as the State of Louisiana 


bas been to exclude agricultural workers from any legislation granting the right 
of workers generally to organize and act in concert. 


There exists, according to the same statement— 


a very strong policy on the part of both Governments, State and National, to 
prevent agricultural workers from organizing and acting in concert. 

The spokesmen of the sugarcane corporations of the State of 
Louisiana have, therefore, clearly interpreted the policy of this com- 
mittee and of Congress—to prevent the organization of farm work- 
ers, to make it impossible for them to act in concert. 

Does this committee agree with this view? Is that the undeclared 
implicit principle of the Sugar Act? Is that the cornerstone of the 
labor policy of the sugar program? We believe the sugar workers 
have a right to know aien the sugarcane corporations have spoken 
the mind of Congress, as we have a right to know whether the Secre- 
tary of Agriculture has spoken the mind of the Supreme Court. 

We do not want to conclude this brief statement without mention- 
ing one other major flaw in the national sugar program—namely, its 
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failure to protect the interests and welfare of the small cane growers 
of Louisiana. 

The small cane farmers: There can be no doubt that this was one 
of the major objectives of the original Federal sugar legislation. The 
plight of the small grower, the tenant farmer, and the sharecropper 
in cane was a foremost concern in Congress; and the Sugar Act was 
devised for the purpose, among others, of arresting the decline of 
the family farm. 

What has happened in the 18 years of the operation of the sugar 
program ? 

In 1934 there were 9,540 farms listed as producing units in the 
Cane Belt of Louisiana. In 1952 there were 4,463. By 1950 90 per- 
cent of the farms employed less than 7 percent of all wage labor in 
the industry. They represented around 43 percent of all acreage, 
while some 240 farms represented 57 percent of the land planted to 
sugarcane. 

Today the position of the small-cane grower in the Louisiana in- 
dustry is at the low point of this decline. He has about as much voice 
in the administration of the Sugar Act as the wage workers of the 
plantations. He earns less for his personal individual labor than even 
the harvest workers on the plantations. He sells his cane under the 
terms of a contract he has not even read and whose particulars he 
knows little or nothing about (Marketing Sugarcane in Louisiana, 
1949, p. 25). He pays dues to the American Sugar Cane League 
under a checkoff system that is all but compulsory. He suspects, with 
good reason, that his share of the sugar consumer’s dollar is whittled 
down by arbitrary trash penalties, by complicated purity tests and by 
unsupervised sucrose analysis. He is the average small farmer whose 
sweaty shirt is often waved in legislative campaigns, but who is never 
himself seen or heard. If a delegation of such small farmers has ap- 
peared in Washington during these hearings we have not been aware 
of it. 

Like the wage workers of the industry, the small-cane farmers come 
in for the short end of the fair division of the proceeds of the industry. 
In 1952, out of approximately 8,000 payees under the cash benefits 
system, 104 received $2,564,000 of total payments amounting to 
$6,665,000. 

With these facts in mind, we can understand why the rich Missis- 
spp River Delta is classed by the Department of Agriculture as one 
of the nine generalized problem areas of the country (Development of 
Agriculture’s Human Resources (1955) p. 13). 

Administration of the act: The Department of Agriculture is given 
the authority and responsibility of administering the Sugar Act, which 
includes the protection of the interests and welfare of all employees 
except those of refineries and grinding mills. In this respect, and 
from the standpoint of the workers the Sugar Act has also been a 
failure. They continue in the condition of wards of an agency from 
whose decisions there is no appeal. It is an agency which apparently 
feels that it can exercise judicial as well as legislative and administra- 
tive functions. ' 

The Department of Agriculture, in its administration of the act, 
has gone further. It has on occasion presumed to speak the mind of 
the workers, as when it has said that certain methods and procedures 
concerning wages which were detrimental to the interests of the em- 
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ployees of plantations, had in fact been approved by them. This was 
not and is not true. 

The attitude of the Department of Agriculture toward its wards is 
revealed in the present proceedings. ‘The Department met with in- 
dustry representatives to discuss the proposals now before this com- 
mittee. ‘The Department has not asked to meet with representatives 
of the thousands of men and women whose very livelihood is affected 
importantly by the policies of the Department. 

The Department expects to hold more meetings with sugarcane em- 
ployer ee to work out details of their joint policies. One of 
these policies, apparently, is the extension of the act for 6 years after 
the expiration of the present law in December 1956. The Depart. 
ment now has before it the record, the documented evidence of the fail- 
ure of the sugar program with respect to the interests and welfare of 
the plantation employees. 

But it will not even give a first look, not to mention a second one, 
to this record. The technical details of tonnage allotments and pro- 
 spebomegeanc shares have completely overshadowed the basic issues of 
2uman welfare which have been raised. 

This administrative attitude is quite in keeping with the opinion of 
a certain Louisiana judge who, in signing an injunction against the 
union, stated that the property interests of the petitioning corpora- 
tions transcended the human rights of the workers (Southdown 
Sugars, Inc., v. Irving Picou, No. 15, 432). 

This is the way the Federal sugar program looks to the workers, 
Every pound of sugar produced and marketed in the State of Louisi- 
ana under the Sugar Act must be weighed on the scales of the law, 
and the law includes the protection and welfare of the workers on the 
plantations. Will this committee brush aside the record that is before 
it on the operation of the Sugar Act, the dismal failures of which have 
been demonstrated? We sincerely hope that it will not. 

The sugarcane corporations of Louisiana have eaten their cake, 
and they still have it. They are now asking Congress for more sugar 
on their icing. Before this committee approves, could it not look into 
the possibilities of providing more bread for those who are getting 
the least from the sugar program—the plantation workers and the 
small farmers? 

We are opposed to any extensions or amendments of the Sugar Act 
which merely button down the indefensible record of the industry and 
the Department of Agriculture in respect to plantation employees. 
We make instead the following recommendations: 

1. No change in quotas in the Sugar Act until it expires in Decem- 
ber 1956. 

And, certainly, no retroactive effects of me proposed legislation. 

2. Congress should investigate thoroughly the operation of the 
Sugar Act with respect to the employees of the plantations before 
December 1956, 

That when such a discussion is held before this committee or in Con- 
gress that one very important matter be kept in mind: The Sugar Act 
purports to set up standards for the men and women to work on the 
plantations in this country. When you extend quotas or make allot- 
ments to a foreign country we would request that you look into the 
economic and social and Jabor conditions existing in those countries, 
because by extending to those areas portions of your quota, you are 
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encouraging certain conditions which are diametrically opposed to 
the declared policies of our Government abroad; namely, the promo- 
tion of democracy. 

I cannot conceive that next year when this act is open to discussion 
you will allow a dictator like General Trujillo to come before you 
and to ask for as much consideration for his area, for his country, 
as a country where the workers are allowed to organize and are 
allowed to exercise the basic and simple fundamental constitutional 
liberties. 

3. The present surplus in the United States Treasury of unspent 
funds collected through the processing tax on raw sugar should be 
appropriated for the benefit of small-cane farmers. 

4, H. R. 6448 introduced by Congressman Victor L. Anfuso should 
be enacted. This amendment would require the Secretary of Agricul- 
ture to base his minimum-wage determinations for beet and cane 
workers on hourly rates set under the Fair Labor Standards Act and 
require the Secretary to withhold payments to a producer who denies 
one more of his employees the right to organize a union and bargain 
collectively. 

To cosiiis Mr. Chairman, we do not wish to burden your record 


or to add to the expense of this committee unnecessarily, but if it please 
the committee, we should like you to consider or offer into the record 
our analysis of the operation of the sugarcane industry in Louisiana, 
which is entitled, “The Louisiana Sugarcane Plantation Workers 
Versus the Sugar Corporations, United States Department of Agri- 
culture, et al.” 

The Cuarrman. You may file that with the clerk of the committee, 


but we will not include it in the printed record. 

Mr. Gatarza. Then, Mr. Chairman, may I say if any members of 
the committee wish to have a personal copy, we will be glad to pro- 
vide it. 

The Cyatrman. That is a publication of the Department of 
Agriculture ? 

Mr. GatakzA. No, sir; it is our publication of the National Agri- 
cultural Workers Union. 

The CuarrmMan. You may leave it with the clerk. 

Have you given us in your statement the substance of your findings? 

Mr, Gawarza. I have, sir. 

The Cuarrman. What is the prevailing wage in the sugar area in 
Louisiana at the moment? 

Mr. Gatarza. Under the last wage determination, sir, the answer 
to your question would fall into two parts. 

he theoretical prevailing wage which is fixed by the Department 
of Agriculture, would be around 40 to 46 cents for the field ioe, 

In practice, however, there is no answer to your question, because 
that actually turns into a floor rather than an actual wage. 

We find that many plantations do not pay the minimum wage. 
They pay above it. 

You will find variations or departures from that theoretical wage 
which sometimes will run as aol as 5, 6, or 7 cents an hour. 

The Cuarrman. Do the plantation owners provide housing for the 
workers. 

Mr. Gatarza. They are required to provide housing. And in 
southern Louisiana practically all of them do. 
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The Cuarrman. They provide the housing. What else do they 
provide ? 

Mr. Gatarza. Yes, sir. According to the law, that is to say, the 
orders issued by the Secretary of Agriculture, they are supposed to 
provide the so-called perquisites, which include medical attention and 
insurance. These are listed, that is, the perquisites are listed in my 
statement. 

The Cuatrrman. How do those provisions correspond to the pro- 
tections afforded the Mexican labor? You are familiar with that? 

Mr. Gavarza. Yes, sir; I am. 

The CrarrmMan. Do they provide these workers in the sugarcane 
fields protection comparable to that which they provide the Mexicans? 

Mr. Gatarza. Theoretically, the Mexican nationals are provided 
with much better protection than the Louisiana sugarcane sdeniheatios 
workers under the Sugar Act. 

The Cuatrman. In what respect do the Mexicans fare better, or 
are they better cared for? 

Mr. Gavakza. To give you one glaring difference, sir, the Mexican 
national is allowed, that is, is given the right to have in his hands a 
written contract under which he works. He is handed that contract. 
It is printed in two languages. And it is signed by him and his 
employer and the United States Government and the Mexican 
Government. 

It is one of the most gilt-edged labor contracts possible in the world. 

In Louisiana in our experience, not only are the individual workers 
denied written contracts, they are denied the privilege or the right 
to negotiate verbally with their employers. 

The CuHamman. What was that last statement ? 

Mr. Gatarza. To negotiate verbally, by word of mouth, with their 
employers. 

The Cuarrman. Who denies them that right? 

Mr. Gawarza. The corporation representatives will not meet with 
them for that purpose. And they justify it, as I have said in the 
record, upon this ground, that it is the policy of the United States 
Government to hamper and to prevent this kind of thing. 

The Cuarrman. That is a lot of lawyer talk. That does not amount 
to a row of pins. You are quoting from some lawyer’s speech 
down there. Lawyers say a lot of silly things sometimes. I am one 
of them. There is nothing in the law that we passed here that would 
deny the right of a worker to confer with his employer with regard 
to wages. 

Mr. Gauarza. That is our feeling, sir. 

The CHarrman. Those agricultural workers were not included— 
it was the deliberate intention of Congress to exclude the agricultural 
worker. Still the fact remains that there is no law to prevent agricul- 
tural workers from negotiating and contracting, or exercising all of 
the freedom of citizenship in connection with their employment. 

Let us come back again to the question of wages. You said that 
the Secretary fixes the wages or indicates what the prevailing wage 
will be. 

What does he indicate it at, 44 cents? What has the Secretary 
indicated as the prevailing wage, 44 cents ? 

Mr. Gauarza. The wages in the plantations are based upon a so- 
called escalator clause. If you want to give yourself a very bad 
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time, even if you are good at figures, may I suggest that you take a 
copy of the escalator clause—it is a table—which indicates the changes 
in the price of raw sugar by blocks. They start at a certain figure, 
let us say, at 5.60, and in the next column it will be 5.70, 5.80, up to 
about 6.30. 

And under each column there is indicated the wage which is to be 
paid when the price reaches that figure. 

So, as the price of sugar moves on the market up or down, the wage 
goes up or down. 

The Cuarrman. Is that regarded as a minimum wage ? 

Mr. Gauarza. That is not regarded as a minimum wage, 

The Cuamman. What is the minimum wage? Can they go below 
that ¢ 

Mr. Gatarza. The employers are required to pay that wage, which 
is indicated on that table, according to the price of sugar for that 
particular period of time, which is a month. 

The Cuarrman: That in effect makes it a minimum wage. 

Mr. Gavarza. In effect it is a minimum wage, but I do not believe 
it is called that in the order. 

The Cuairman. I| know it is not called that, The effect of it is that 
the employer cannot pay less than that. 

Mr, GaLarza. No, he cannot pay less than that. 

The Cuamman. What part of the employers pay more than that, 
what percentage, do you think? 

Mr. Gauarza. I cannot say, Mr. Chairman, because I have not the 
figures on all of the plantations in Louisiana. I would say roughly 
that among the small farmers, the men who operate from 150 acres 
down, some 2 or 3 years ago we were surprised to find that they had 
a tendency to pay as much as 25 and 30 cents an hour over the rate 
fixed by the Secretary. These are men who hire 1 or 2 workers only. 

The Cuarrman. What you are saying is that the Secretary has not 
fixed the wage high enough, and even after he has fixed it, that the 
employers pay more than that ? 

Mr. Gatarza. That is not what we have observed. The big com- 
panies pay, from our observation, from 3, 4, 5, 6, and 7 cents more 
per hour than the Secretary has indicated. 

The CuHarrman. Have you on behalf of the workers tried to confer 
with the Secretary with regard to that matter ? 

Mr. Gauarza. Yes, sir; we have. 

The CuHarrman. What has been the result ? 

Mr. Gatarza. We have talked with the representatives of the De- 
partment of Agriculture in the field, but we have restricted ourselves 
to bringing to them the facts that we have observed. 

We are also given the opportunity to present a statement of the 
yearly wage hearings in the city of Thibodaux. We have appeared 
in behalf of the workers at those hearings for, I think, 2 years. 

These are the opportunities that we have had to lay these facts 
before them. 

The Cuarrman. Have you pointed out to the Department officials 
the fact that this minimum wage is too low and should be increased ? 

Mr. Gauarza. Indeed we have, sir. 

The Cuatrman. They have refused to increase it ? 

Mr. Gauarza, The answer that we have is that the hearings, the 
yearly hearings that are held in Thibodaux, are the proper time and 
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place and occasion for us to present our point of view. The em- 
ployers are there also. And the Department, the Secretary of Agri- 
culture, assembles all of these data and comments and opinions, and 
he comes out with the wage orders. That is, the rate. The wage 
based upon which we proceed for the following year. 

The Cuatrman. You referred to some cruel injunction that was 
obtained. I assume that cruel injunction that you refer to was ob- 
ere from some court of competent jurisdiction in Louisiana, was 
it not 

Mr. Gatarza. It was. It was obtained through one of the district 
courts there. 

The Cuarrman. How could you have a strike if you did not have 
an organization? You evidently have an organization, and you had 
a strike, and it resulted in an injunction. 

Mr. Gavarza. We did have an organization, but it was not recog- 
nized by the employers. 

The Cuarrman. There is nothing in the law that requires that rec- 
ognition, because agricultural workers are excluded. 

Mr. Gavarza. That is right. 

The Cuatrman. I guess that is the reason the injunction was is- 
sued, was it not? 

Mr. Gatarza. No, the injunction was issued upon petition of the 
corporation Southcoast, Southdown, and Godshaw, on the basis of 
the theory which we think is new in labor relations in this country, 
that at harvesttime there is created an emergency, a state of emergency, 
which has to be met by injunctive proceedings. So the injunction was 
issued and we had to stop the strike. 

The CuHarrman. The judge held that the harvesting of sugarcane 
was such an emergency that he had to interfere ? 

Mr. Gavarza. Not in that particular year, but that it is a recurring 
emergency—it is an emergency that will recur every year. 

The Cuarrman. I do not understand. What was the result of the 
injunction, the injunctive relief sought to be obtained ? 

Mr. Gatarza. To stop picketing. 

The Cuatrman. To stop picketing? 

Mr. Gatarza. To stop the strike, stop any kind of activity that 
would continue the state of affairs at that time, namely, the stoppage 
of work. 

The Cuarrman. He could not make you work. 

Mr. Gavarza. No, no, it was not compulsory labor, but the strike was 
effectively stopped by that device. 

The CHarrman. Mr. Anfuso. 

Mr. Anruso. First of all, Mr. Galarza, would you be good enough to 
furnish me with a copy of this publication ? 

Mr. Gatarza. I will be very glad to. We will do that before we 
leave this room. ; 

Mr. Anruso. You mention on page 3 of your statement various 
earnings of workers in sugar plantations. Could you tell this com- 
mittee how those earnings compare with the earnings of workers in 
other agricultural pursuits? : 

Mr. Gavarza. I would say, Mr. Anfuso, that earnings such as are 
indicated on this page, which are only samples of that longer report, 
compare unfavorably with the earnings of agricultural workers in 
other parts of the country and in other branches of industry. 
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For example, in the Salinas Valley of California, with which I am 
quite familiar, because I live there, the field workers, the harvest hands, 
make at harvesttime, I believe, at the present time, their wages are 
82 cents per hour. That is an unfavorable comparison with relation 
to these wages. 

But if you compare them, for instance, to the carrot tiers people in 
the Imperial Valley, where I was on a trip about 6 weeks ago, the 
carrot tiers in the Imperial Valley, some 40, whose wage records I 
checked, were making an average of $10 a week tying carrots. So 
that the answer to your question depends upon what part of the 
country you pick and the branch of the industry. 

Mr. Anruso. How do the earnings of sugar workers compare with 
the earnings of the workers on other agricultural products, like wheat, 
for example, or tobacco ? 

Mr. Gatarza. They are inferior. 

Mr. Anrvuso. You mentioned on page 4 that plantation workers of 
that State—I assume you mean Louisiana—have no unemployment 
compensation, are not given holidays with pay, there is no pension 
system. 

" Is that not true of workers on all agricultural farms ? 

Mr. Gaxarza. It is. That is the general provision and general con- 
dition in this country, but the thing that is notable about this statement 
is this, that we believe that a claim should not be made by an official 
agency of the United States Government that agricultural workers 
do receive such payments. We are not disputing the present state 
of affairs of the country. We are simply saying to keep the record 
straight and to help us make a little progress in this area, agriculture, 
that the facts should be stated accurately when they are published, 
particularly by an official agency. 

Mr. Anruso. Throughout your statement you make mention of the 
fact that the Sugar Act is a failure in many respects. 

In your opinion, has the Sugar Act been a failure, so far as the 
producers of sugar are concerned ? 

Mr. Gaxarza. I would say that if you mean by “producers” the 
small tenant farmers, the sharecroppers, it has been a failure. I call 
your attention, Mr. Anfuso, to a program which has been recently 
issued by Mr. Benson called “The development of agriculture’s human 
resources.” 

We recommend this to your attention and sympathetic reading for 
two reasons: 

In the first place, because it includes in it so-called areas of general- 
ized problem areas, this rich Mississippi Delta country where sugar- 
cane is grown, but more than that, we commend it to your attention 
because on pages 5 and 6 there is a list of 14 recommendations. They 
are called general recommendations. 

We weal not say that this is a brilliant program, but we think it 
is an intelligent one and a constructive beginning. Here is the official 
answer to your question. 

The sugar program has not been a success for these people. Of 
course, if we apply the question to the processors and particularly to 
the refiners, I think we lave to say that the sugar program has been 
an acceptable success. 

Mr. Anrvuso. How many workers belong to your union, agricultural 
workers ? 
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Mr. Gaxarza. How many in the Louisiana sugarcane area at the 
present time? 

What would you say ? 

Mr. LepeyHouiere. I would say about 2,200. 

Mr. Gararza. About 2,200. 

Mr. Anruso. What is the total amount of workers in the sugar 
plantations in Louisiana ? 

Mr. Gaarza. Just the field workers, just the plantation workers, 
excluding the mills and the refineries, my estimate would be that at 
the peak of the harvest I would fix a ceiling of perhaps 15,000 or 16,000, 
That is at the peak, of course. 

Mr. Anruso. And you have 2,200? 

Mr. Gawarza. 2,200; yes. 

Mr. Anruso. Do you have any workers in the refineries ? 

Mr. Gauarza. No, sir. We have no jurisdiction from the American 
Federation of Labor to organize the refinery workers. 

Mr. Anruso. Did you ever discuss with the Secretary of Agricul- 
ture or any official in the Department your right to negotiate with the 
employers ? 

Mr. GatarzA. We have called to their attention, particularly in the 
period leading up to the 1953 strike, almost step by step, you might 
say, the situation as it developed. The Department is, of course, 
aware of the position taken by the sugarcane corporation with respect 
to their denial, their unwillingness to meet with us. 

Mr. Anruso. Have they made any effort to bring you two together? 

Mr. Gavarza. As I interpret the policy of the Department of Agri- 
culture in this respect, sir, they take the position that the law does not 
authorize them, nor are they legally required to take any role or to 
take any part in the matter of bringing workers and employers 
together. 

Mr. Anrvuso. Will you furnish me with a copy of the decision that 
you refer to? 

Mr. Gauarza. I will be very glad to. 

The Cuarrman. What were you striking for in 1953? 

Mr. Gawarza. The issues were as follows, Mr. Chairman: Primarily, 
we desired to meet with the employers to discuss working and wage 
conditions and lay before them the facts that we gathered in our 
work. Secondarily, only the matter of wages. 

The Cuarrman. For an increase in wages / 

Mr. Gatarza. Secondarily. 

The Cuatrman. Why would that be the responsibility actually of 
the employer if the law gives the Secretary of Agriculture the right 
to protect you? 

Mr. Gatarza. Because there is nothing in the law to prevent the 
employer, as my testimony shows, from paying a higher wage than 
that indicated by the Secretary. 

The Cuarmman. The employer can pay a higher wage, but under 
the law he cannot pay a lower wage? 

Mr. Gatarza. We certainly would not ask him to pay a lower wage. 

The Cuamman. It seems to me that your trouble is at the Washing- 
ton level, where the Secretary determines what the wage should be 
and then fixes it. So it goes up with the price of sugar. What else 
does he take into consideration other than the price of the sugar? 

Mr. Gavarza. At the hearings in Thibodaux, the hearing is very 
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open and very ample. Anyone interested in wages or producing con- 
ditions can bring any kind of data before the agents of the Depart- 
ment. And we have done so. 

The Cuarrman. All right. At least they accord you the right to 
present your data. 

Mr. Gaxarza, We had the right to appear at those hearings, and we 
have done so. 

The Cuairman. That 44 cents an hour wage is too small, you say. 
It seems to me that the Secretary is the man to remedy that situation. 

Mr. Gatarza. I am sorry to say that we have reached the point 
where we do not believe that because of the decisions that we have 
received from the Department on such clear and obvious matters as 
the coverage of maintenance workers, that we would get it. 

The Cuatrman. The same thing goes for the wheat growers. This 
morning they are facing 76 percent parity price support, when they 
want 90. They did not get it. The Secretary has fixed it at 76 per- 
cent. He is the man responsible. 

Mr. Gauarza. May I point out, Mr. Chairman, that the Sugar Act 
does not prohibit the payment of higher wages, nor does it prohibit 
the negotiation of agreements between werkers and employers on 
wages and working conditions. As a matter of fact, in Hawai, where 
wages are much higher, I think the average hourly wage there on the 
plantations, as I recall, is $1.07. 

The Cuairman. They are the best paid agricultural workers in the 
world; are they not? 

Mr. Garwaza. I think they are, sir. 

The CuarrMan. I will yield to Mr. Bass in a moment. 

I think you are the first witness who has brought this matter to the 
attention of this committee I have not heard anybody complaining 
about the situation in regard to the workers in Hawaii or in Cuba 
or in Mexico or any of these other places. Maybe you are right. 
Maybe this committee should look into this situation to see just how 
the laboring people are faring in this program. I have assumed that 
they were well paid and happily situated. They may not be. 

Do you have any information to the effect, for instance, that in the 
Dominican Republic they are being imposed upon or oppressed in 
any way ¢ 

Mr. Ganarza. I have been familiar with the Latin American affairs, 
because for many years I was in the Pan American Union of this 
city as director of one of its divisions. From the early thirties I have 
been very keenly aware that not only wagewise but with respect to 
their fundamental rights and ordinary human liberties 

The Cnarrman. That goes to something else. This committee has 
visited, that is, some of the members recently visited the Dominican 
Republic and Cuba, and some have been to Hawaii and other places, 
but I do not recall any member who came back and reported to me 
that anybody representing labor had presented any grievance of any 
kind. Of course, we understand that the American worker has cer- 
tain freedoms that are not enjoyed in other places. We have certain 
standards of living that have not been achieved in other places. 
Because the form of government in the Dominican Republic is not 
parallel with our thoughts, I do not think we should go far enough 
to tell other people what kind of government they should have. 


65704—55——_22 
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Mr. Gauarza. I do not think you have to, Mr. Chairman. I think 
all you have to do is to refrain from giving economic benefits to gov- 
ernments abroad. 

The Cuamman. If we boycott them, we would have to boycott Mr. 
Tito and Mr. Franco and a lot of other people who are doing things 
we do not like, and in Cuba, Mr. Battista, as well as other people. 

Mr. Gatarza. Mr. Cooley, that brings up a very fundamental ques- 
tion in relation to our foreign affairs, because there is one thing that 
isobvious. May I put it in the form of a metaphor? 

The coin of democracy, when you throw it on the counter, has got 
to ring true on both sides. And for years and years the American 
Government has been spending millions abroad trying to sell the idea 
to hundreds of millions of foreign peoples, most of whom are agri- 
cultural workers, that our great commitment is to bring them up to 
our standards. It does not make sense to the agricultural workers 
of the Dominican Republic, for instance, or of central America, or of 
Peru, with whom I have spoken on various trips—it makes no sense 
to them when they are thrown into jail because they tried to organize 
a union, when their newspapers are confiscated, when their leaders 
are shot down in the streets of a town or a village—I am summarizing 
the history of 20 years—when they see that, and on the other hand 
they see the United States Government extending economic privileges 
and advantages to the very men who do that to them. 

Mr. Poace. Will you yield a minute? 

The CHarrman. Certainly. 

Mr. Poagsr. I just wonder if here within the United States, if we 
applied your ohilosoeitry, how far we would get. We would get right 
out of the sugar industry. 

I have heard people talk about my State and criticize our govern- 
ment in my State and say it was not very representative. I rather 
resent that. 

I have heard people criticize the great State of Louisiana. I have 
heard people say that it was a dictatorship not long ago. I am not 
passing judgment on that. 

A lot of people down in my part of the country feel that there is 
very little representative government in most of the big cities of the 
United States. We sort of have an idea they are boss-ridden and 
controlled by what we call dictators. 

A lot of people up there disagree with us. I do not think it is any 
of our business how they run things in Jersey City. I do not think it 
is any of their business how we run things in Texas or Louisiana. 

And I think if you are just going to pass upon the relative merits of 
everybody’s government and try to make them conform with your idea 
of what they ought to be, that we quickly are not going to recognize 
anybody. Siawtinks will decide that everybody except ourselves is 
wrong. 

Mr. Gatarza. May I make a comment? 

Mr. Poage. Certainly. 

Mr. Gauarza. 1 am not urging on you, sir, a one-sided yardstick. I 
am merely stating there is an inconsistency in the way foreign peoples 
regard us. 

Now, if an important and well-financed agency of the United States 
Government, namely, the State Department, is constantly pouring 
into those countries a story that the American people are committed to 
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help them, that the American people have certain basic notions of 
democratic rights, and that we are going to help to bring them up, we 
are saying that, sir—I am not saying that they should or should not— 
I say that is the record. 

It on the one hand we spend millions and millions to raise the hopes 
and bring up the keen desires of these people to be more like us, to 
enjoy our form of government, and on the other hand, when it comes 
down to the concrete dollar on the barrelhead business of allotting 
sugar quotas, we work with the very people who destroy their liberties, 
I am only saying, sir, that our position abroad is made a very difficult 
one because the agricultural workers of the Dominican Republic, of 
Peru, et cetera, do not make sense of it. 

The Cuarrmman. You can go right back to the original Marshall 
plan. I think that I regard it as the most magnanimous effort ever 
made by any government in all times. oupern we had adopted that 
philosophy, that we are not going to help the Germans because they 
sought to destroy us, or the Italians because they sought to destroy 
our institutions, and so forth. We did not do that. We helped the 
Italians. We helped the Japanese. We helped the Germans. And 
we even fed hungry Russians. We are helping all around the world. 

If we did what you said we should do, we would be playing right 
into the Soviet’s hands, because they are saying that we are trying to 
use the almighty dollar to enslave other people. 

Mr. Gavarza. May I make a comment, sir? 

The Cuarrman. Certainly. 

Mr. Gauarza. I agree with you. I think it would be senseless to 
follow a punitive attitude toward people. It is true that the German 
people fought against our country in the last war as a people, but to 


take the position that you are not going to help them economically 
now in the postwar period would make no sense, and you are quite 
right. 

I am only saying that there are individual systems of government, 
controlled dictatorial systems abroad—these are small groups of men 
who do follow pear measures against their own people, the people 


we ought to be helping. And when you deal on economic matters with 
these individuals you strengthen their hands. You make them that 
much more powerful. 

The Cuarrman. A lot of people did not like it when the Labor Party 
took over Great Britain, because they said that all of the aid was to 
pespawnete the Labor Party in power. 

Mr. Anruso. Mr. Galarza, I think that you have made a very ex- 
cellent statement, a very excellent presentation, so far as these people 
you represent are concerned. I might suggest that you confine your- 
self along those lines, without trying to solve the problems of other 
countries at this time. 

_Mr. Bass. If you will digress with me out of the realm of interna- 
tional philosophy and talk about home folks for a moment, I have a 
couple of questions to ask. 

You referred to the wage being paid in the Louisiana area being 
above that established by the Secretary of Agriculture. 

Mr. Gauarza. Yes. 

Mr. Bass. Do you have any cases where they did not pay the 
minimum required ? 
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Mr. Gauarza. No, sir, we have never had any grievances from our 
people on the basis of nonpayment of the minimum as fixed by that 
escalator. 

Mr. Bass. You do not have any objections to them paying more than 
the minimum requirement, do you? 

Mr. Gauarza. Certainly not. 

Mr. Bass. In other words, you really do not have a grievance 
against a producer for not paying the wages that are established by 
the Secretary of Agriculture ? 

Mr. Gatarza. No, we have not brought any complaints because of 
individual or collective cases of violation by reason of paying below 
the wages, because I should say in such a case, if it came to our at- 
tention, and it was perfectly clear on the basis of the evidence that 
a man had been paid 40, rather than 44 or 46 cents, I am sure that 
the Department of Agriculture would move rapidly and promptly to 
correct it. 

Mr. Bass. You mentioned tenant farmers and sharecroppers. What 
is the usual agreement worked out between the landlord and the tenant 
sharecropper in those cases ? 

Mr. Gatarza. We do not have copies, sir, of any contracts or writ- 
ten agreements between those parties, so I can only tell you what I 
hear, by hearsay, as I talk to the tenant farmers. 

Mr. Bass. What do you hear is the usual agreement ? 

Mr. Gatarza. The usual agreement is a share of the crop. The 
percentages vary. I cannot tell you what it is. 

Mr. Bass. Well, we will say that they work on a 40-60 or 25-75 
or 50-50—do you know if the sharecropper also shares in the so- 
called subsidy payment to the producer ? 

Mr. Gauarza. The sharecropper, if he is a grower, I mean, if he 
grows sugarcane and has an agreement with a landowner and they 
divide the product 

Mr. Bass. The income of the sugar? 

Mr. Gaxarza. They also share the benefit payment. 

Mr. Bass. They do share? 

Mr. Gawarza. They do share it. I have talked to 10 farmers who 
have agreed to turn over 60 percent of the tonnage cut. They will 
get 40 percent of the benefit payment. 

Mr. Bass. Thatisall. Thank you. 

Mr. Warrs. Have the provisions in the Sugar Act dealing with 
labor been of benefit to them or a hindrance ? 

Mr. Gararza. I would say this, that the enactment of the Sugar 
Act, the first one, was a definite step forward—definitely so, because 
up to that time, up to the early thirties, the sugarcane industry had 
really been in a turmoil. It had not yet even recovered from the 
severe setbacks that it had during the Civil War. So that the Sugar 
Act was a definite step forward. 

We believe that the recognition, the very simple recognition of the 
fact that in laying down a wage scale, the conditions of living and 
the amount of wages paid to a worker, the recognition of that prin- 
ciple in the law was a great step forward. 

Mr. Warts. It would be your advice to the committee, then, that in 
rewriting the Sugar Act, to include that ? 
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Mr. Gawarza. It would be our recommendation to this committee 
that in the coming discussion next year that the act be rewritten to 
take into consideration these criticisms that we have offered. 

Mr. Poace. If he complains only about the situation in Louisiana— 
I know that is all you do in your statement—do you think the situation 
in Florida is perfectly satisfactory ¢ 

Mr. Gauarza. Mr. Chairman, the reason we did not expand our 
statement is that my personal experience in Florida is limited. I have 
been there only two or three times. I have simply talked to people, 
the workers and the small growers, and it is our policy, at least it is 
my belief that I should not appear before a congressional committee 
and make statements that I cannot support by facts which are definitely 
in my files. 

Mr. Poacr. You have been most interested in some of the western 
developments, I know, California for instance. Is the situation satis- 
factory in the western beet States? 

Mr. Gararza. In California, I am not familiar with conditions 
anywhere, but in the California beet fields. The reason why we have 
not much reason to work with the field workers in the beet fields is 
that they practically do not exist. The industry has been so mecha- 
nized—the harvesting of beets is now a skilled operation carried on 
by machines and the old labor force, the hand cutting, the hand top- 
ping operation is practically out. 

The Cuarrman. What about out in Colorado? 

Mr. Gauarza. I think the same situation would hold there, al- 
though I have not been there recently. 

Mr. Hizx. Will you yield? 

The Caarrman. Yes. 

Mr. Hirt. I have letters in my desk which I expect to put in the 
record when we debate this bill, showing that every union I have 
in my district has sent me letters supporting the legislation, H. R. 
5400. 

The Cuatrman. You are not opposing the legislation, are you? 

Mr. Gavarza. We are not opposed to the bills before you ? 

The Cuarrman,. Yes. 

Mr. Gauarza. We are. 

The Cuarrman. What? 

Mr. Gavarza. We are. 

The Cuarrman. I understood your request to be that we withhold 
the passage of the bill until the expiration in 1956, and in the mean- 
time conduct an investigation. 

Mr. Gatarza. Then I misunderstood you. Yes; that is our position. 

The Cuarrman. That is what your position is? 

Mr. Gaarza. Yes. 

The CHarrman. You are not advocating the repeal of the sugar 
program ¢ 

Mr. Gauarza. By no means, although, Mr. Cooley, may I interpo- 
late a story here, a comment? It is a factual comment. 

During our very serious differences with the corporation employers 
in Louisiana, at one time they were rather distressed by our ability 
to hold our own in spite of the fact that we had no recognition and had 
this injunction facing us. In their distress they went so far as to 
threaten to withdraw from the Sugar Act. May I stress the difference ? 

We do not propose that the Sugar Act be destroyed. There is a 
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complicated, sensitive machinery which has taken nearly 20 years to 
build up, and it would bring economic ruin to hundreds of people, 
maybe thousands, if you did that. 

We, in our deepest distress, when we had men in jail, when we had 
members being beaten up in courthouses in southern Louisiana, we 
realized for us to take that position would have to have been blinded 
by passion and emotion of the moment, but the counsel for the Ameri- 
can Sugarcane League went so far as to say, “If you do not do what 
we want you to do, we will pull out of the act.” 

Mr. Hit. Was the gentleman aware of the fact that the same or- 
ganization that he represents has approved this legislation, this bill 
that I introduced, H. R. 5400? Did you know that your organization 
in Colorado has approved it? 

Mr. GauarzA. You mean the Agriculture Workers Union, sir? 

Mr. Hux. Yes. I have those letters, and expect to introduce them 
into the record. 

Mr. Gauarza. If you will excuse me, I think that there is a little 
misunderstanding between us. We have no local, no organization in 
your State. 

Mr. Hitz. What are you associated with, then, in a national way? 

Mr. Gatarza. The National Agricultural Workers Union, affili- 
ated-—— 

Mr. Hix. A part of the American Federation of Labor ? 

Mr. Gaarza. We are an affiliate of the American Federation of 
Labor, yes. 

Mr. Hitz. So most of my groups are affiliated. 

Mr. Gatarza. Are they field workers? 

Mr. Hitz. Yes. So that all of the questions, so far as I am con- 
cerned—was the gentleman in here when the former Secretary of 
the Interior testified about Mexico? 

Mr. Gaxarza. No, sir; I was not. 

Mr. Hitz. You do not know anything about how you stand on in- 
creasing the sugar acreage in Mexico? 

Mr. Dinas, No, sir; I would have no comment to make. 

Mr. Hix. In other words, your testimony is mostly on strictly 
local propositions ? 

Mr. Gavarza. The premise of our testimony as indicated in my 
statement is the operation of the Sugar Act in the State of Louisiana. 

Mr. Hux. You are more local than you are national ? 

Mr. Gatarza. We are a national union. We have locals in various 
States. It just happens that in Colorado we do not have any. 

Mr. Hix. You have no locals in any sugar beet area at all? 

Mr. Gavarza. No, sir; we have no sugar workers organized in the 
beet areas, because as I have just indicated, the field workers have 
practically disappeared. 

The CHarrman. You said that the plantation owners in Louisiana 
threatened to pull out of the Sugar Act back in 1953. That was some 
more lawyer talk, too, was it not? They could not stay in business 
without these payments. 

Mr. GaLarza. That was my feeling. 


Mr. Drxon. Of course, your position would not affect the beet-sugar 
people. We have had to reduce our acreage out there more than 14 
percent, and it has worked a hardship on the workers. Your recom- 
mendation to postpone any relief through this bill would keep that 
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many more workers out of a job that much longer. Can you see where 
it hurts us there? 

Mr. Gavarza. I can see where it hurts you. It hurts the producers. 
And the workers who are deprived. The same thing has happened 
in Louisiana, where the acreage cuts in the last 2 years, as I recall 
the figure—maybe I am inaccurate—amounts to 18 percent. 

The Cuatrman. Let us keep the record straight. It was 1,800,000 
acres in 1954. 

Mr. Drxon. Yes. 

The Cuarrman. And you have taken only a 10-percent cut. 

Mr. Drxon. We have taken a 14-percent cut over 1954. 

The Cuamman. The record shows 10 percent. Nobody denied it 
last week. 

Mr. Dixon. Mr. Holmgren, what was our cut? Mr. Holmgren, a 
grower and also a representative of Utah-Idaho Sugar Co., states that 
the 1955 cut was nearly 15 percent over the 1954 acreage. 

Your position, Mr. Galarza, to postpone this relief another year, you 
see, hurts our workers, and our growers, as well as our factories? 

What is the wage scale in the Dominican Republic / 

Mr. Gauarza. I have no idea what the wage scale is on the sugar 
plantations. Some 8 years ago I was assigned by the Pan American 
Union to compile figures on wages and income all through the Latin- 
American countries. If I had the document before me, I would tell 
you. As I recall, in the Dominican Republic at that time, in some 
sugar operations, the daily wage income was around between 15 and 
20 cents a day. 

Mr. Drxon. They told us it is about $1.35 a day, if I am not mistaken. 

Mr. Gatarza. It may well be, because I am speaking of 10 years ago, 
and of a few selected cases. Your information is more recent. 

Mr. Drxon. Through preventing us from getting larger acreage for 
our domestic people, would we not give to those low-paying countries, 
the advantage, and take it away from our own workers here in the 
United States ¢ 

Mr. Gauarza. I am afraid, Congressman, that when it comes to the 
division of the proceeds of the sugarcane industry, the division is not 
niade automatically. 

This committee and the Congress of the United States may have the 
best intentions in the world that this should be done, and 1 feel sure 
that they have the best intentions in the world, but you can’t follow 
through the process of the division of the proceeds. 

By the time the cane producers in the Dominican Republic under 
that system of government which I may say you have seen from my 
comments what my attitude reveals, by the time those proceeds get 
down there, the division of those proceeds is made between the em- 
ployers, growers, and workers. 

The workers are not organized. They have no way of negotiating a 
fair division. 

Mr. Drxon. I am thinking of our beet people. If the growers have 
something to make a division with, which this bill would give them a 
chance to do, don’t you think there would be a greater opportunity for 
ae - be more fair to their workers than if they have nothing to do 
it wit 

Mr. Gauarza. I would finally hope so, sir, but for some 40 years of 
my life I have been thinking about this problem, and I find this: That 
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when an employer has a benefit payment or a profit return and then he 
faces the problem of sharing that with his workers, the worker is 
always in a much better position if he is organized and has repre- 
sentatives. 

Mr. Drxon. I am afraid you are taking judgment on our beet people 
when you don’t know about them as I do. I beg to differ with you 
because I have a lot of confidence in our growers. 

I would like to say for the record that the situation in Louisiana, as 
you describe it, makes me sad indeed, and I am not trying in any way 
to lessen the effectiveness of your appeal for help for those workers 
down there, not a bit, but I think your position will affect some people 
who are innocent of that charge to a great extent, and for that reason 
I hope you will take that into consideration. 

What is the minimum wage in Cuba ? 

Mr. Gatarza. I can’t answer that, sir. I haven’t looked into it for 
the last 4 years. They have a contract and the wage changes from year 
to year, so I don’t know. 

Mr. Drxon. Doesn’t their position in a lower-wage scale than ours 
give them an advantage over our workers? 

Mr. Gatarza. I am sure the sugar plantation workers are in a better 
position than our plantation workers in Louisiana. 

Mr. Drxon. I don’t want you to think, however, that I am not plead- 
ing too for a better situation for plantation workers. 

Mr. Gatarza. Thank you. 

Mr. Drxon. But I am trying to defend our beet sugar industry that 
your position will injure, and I don’t think you intend to do it. 

Mr. Gatarza. We appreciate your comments, Congressman. 

: The Cuarmman. What isthe prevailing wage in the beet area, do you 
now # 

Mr. Gatarza. I don’t know, Congressman. 

The CHarmrMan. You say there are no workers out there, and your 
testimony has made Dr. Dixon’s heart sad about Louisiana, but I 
haven’t heard anybody else say they were sad about the Louisiana 
workers. You yourself have said that the plantation owners were pay- 
ing substantially more than the wages fixed by the Secretary. 

Mr. Gatarza. Which is not a living wage even so, 

The CuarrmMan. Well, maybe not, but how does that compare with 
the beet area? 

Mr. Gauarza. Mr. Chairman, the reason why I cannot testify on 
conditions 

The CHairman. Dr. Dixon can testify. He comes from Utah. 
What is the prevailing wage out there? 

Mr. Gatarza. And I bow to his testimony because he knows and I 
don’t. 

Mr. Drxon. I would like to ask Mr. Holmgren to answer that if he 
can. He has more recent information than I. 

Mr. Hotmeren. Our minimum wage for hand work in the beet fields 
is 65 cents, and 75 in the fall of the year when we harvest the beets. 
That is the minimum wage. That is just a steppingstone for higher 
wages. Your scale of about $13 established for thinning beets, we are 
now paying $20 an acre for that purpose in our beet fields. 

The CHarrman. $20 an acre for what? 

Mr. Hotmeren. For thinning beets. The hourly rate for that 
piece-rate business isn’t established. Ofttimes when the field is very 
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weedy, they won’t work it on a piece-time basis, and then you have to 
pay this hourly scale. 

The CuarrMan. You are talking about the piecetime and the hourly 
wage, and according to your testimony you said 65 cents in the beet 
area, and according to the doctor’s testimony it is 44 cents plus 25 in 
Louisiana, so Louisiana is paying 69 cents perhaps on the average, so 
that you should be crying about the folks in Utah instead of the 
ones in Louisiana. 

Mr. Hotmeren. I was amazed to find their wage less than our own, 
44 cents. 

The Cuatrman. The minimum wage is supplemented by the addi- 
tional payment according to the doctor’s testimony. 

Let me get one other thing straight. You said you had a 14-per- 
cent cut. The gentleman just testified it was a 15-percent cut. Your 
average in the beet area for the last 6 years, according to the testi- 
mony of the Department, has been 1,654,000 acres. This year you 
are planting 1,800,000 acres. How do you get a cut out of that? 

r. Drxon. Our State has a 14 to 15 percent cut. 

The Cuarmman. Where is the evidence of that? These are Mr. 
Myer’s figures from the Department. 

Mr. Drxon. I can produce plenty of evidence from our publications 
in our State. 

The Cuarrman. You have an opportunity to do so. In 1954 
you planted 1,975,000 acres, so you had about a 10-percent cut below 
in 1954, but no cut below your average of the last 6 years. 

Now, in this Louisiana area their average has been 515,000, and 
they are cut this year to 501,000, so they had a 14,000-acre cut. 

Mr. Dixon. I am speaking about our own State of Utah, Mr. 
Chairman. 

Mr. Poace. Mr. Chairman, may I ask the gentleman a question? 

The Cuarrman. Yes. I don’t see why Utah should get a cut differ- 
ent from any other area. 

Mr. Drxon. Neither do I, but I believe it is so if you say it is less 
than 14 percent. 

The Cuarman. Well, you find out, and if it is, we will see what 
we can do to help Utah. 

Mr. Poaas. I want to get your views on just how far we should go 
with the sugar program. You realize that without a program we 
couldn’t produce sugar in the United States. That is substantially 
correct, is it not ? 

Mr. Gauarza. Yes. 

Mr. Poage. It takes this subsidy in the United States to enable us 
to meet this foreign competition, you agree with that? 

Mr. Gauarza. Yes. 

Mr. Poace. How much of the sugar crop of the United States 
would you subsidize; what percentage of it? 

Mr. Gauarza. I wouldn’t venture to say. 

Mr. Poace. Would you subsidize at all and scrap all imports? 

Mr. Gauarza. If you ask me a straight economic question, leaving 
aside matters of public welfare, public interest, national defense, all 
those other matters, keep strictly to the economic side, if it turns out 
that you have in the United States an industry that cannot survive 
except by subsidies ranging up, as you suggest, to 100 percent, obvi- 
ously it is an uneconomic operation, and, therefore, you should main- 
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tain it through subsidy, only because of other good and substantial 
reasons. 

Mr. Poaae. Well, it is obvious, is it not, that the sugar industry 
ee exist in the United States without subsidies on an economic 

asis ! 

Mr. Gatarza. I think that is clear. 

Mr. Poace. Then the reason for our subsidy must be something 
other than pure economics. 

Mr. Gavarza. It must be. 

Mr. Poage. And that reason, then, must be either from a national 
defense standpoint, and I think there is some basis for some produc- 
tion on that ground, or from the standpoint of the good that it does 
to the people who are employed in the industry and those who own the 
industry. 

Mr. Gavarza. Right. 

Mr. Poacr. Unless they get a benefit out of it, then there is no justi- 
fication for continuation of the subsidy, is there? 

Mr. Gaarza. Correct. 

Mr. Poagr. I understand that you are telling us that at least a seg- 
ment isn’t getting any benefit out of it. 

Mr. GatarzA. That’s right. 

Mr. Poace. Because if it is true, as you point out, that workers in 
the cane fields of Louisiana get less than the workers in the cotton 


and in other agricultural pursuits in Louisiana, then they obviously 
are gaining nothing in the world by the maintenance of the sugar 
program, are they? 

Mr. Gatarza. Well, in answer to a question previously raised, I 
think I made it clear that we believe, at least I personally feel, that 


the enactment of the Sugar Act, the original act, was a step forward, 
because it recognized certain principles of development and adminis- 
tration which we think are sound. 

What I am saying is that we now have nearly 20 years of experience 
with the Sugar Act, and from what we know of working and living 
conditions on these can plantations, we do not believe that the workers 
on those plantations are being provided with decent living standards 
and a living wage under the present administration of the act. 

Mr. Poager. For they are not gaining anything as a result of the act. 
They would be just as well off without the act, wouldn’t they ¢ 

Mr. Gauarza. No, sir, I wouldn’t say that. 

Mr. Poace. You wouldn’t? 

Mr. Gawarza. No, I would not say that, for this reason—— 

Mr. Poace. Why? 

Mr. Gavarza. That the Sugar Act in its preamble, if you just read 
that one phrase alone, I would stand for the Sugar Act on that basis. 
It says: 

And to protect the welfare of those engaged in the domestic production of 
sugarcane. 

That to me obviously includes those who work. 

Mr. Poage, Of course. 

Mr. Gavarza. Now when you have in a Federal law a statement 
that it is a concern of the Federal Government to protect those, in- 
cluding the workers, that is a great step forward. It is the only law 
on our books, Federal law, which makes that statement. 
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Mr. Poace. But I understand you to say that it is actually adminis- 
tered under the Secretary of Agriculture that is not doing that. 

Mr. Gauakza. We say that definitely. The administration of the 
act is not accomplishing that purpose. 

Mr. Poace. Then the criticism you are leveling is not at the act, 
but is at the Department of Agriculture, headed by the Secretary of 
Agriculture ? 

Mr. Gawarza. I am very glad that you emphasized that point, 
sir. 

Mr. Poace. The gentleman from Colorado asked me, and I won’t 
try to put it any worse than he asked, but I will ask you how far back 
this complaint goes. 

You cited for the last 2 years there hasn’t been the kind of de- 
termination that you felt should have taken place. I ask you now, 
without making as strictly political a question as was suggested, how 
far back does your complaint go? 

Mr. Gatarza. Our complaint would go back to at the wage de- 
termination of 1939 as I recall, possibly 1938 or 1939, because, as I 
pointed out, Congressman——— 

Mr. Poage. Then, as a matter of fact, you never have been satisfied ; 
have you ¢ 

Mr. Gauarza. Well, may I say that the grounds for our dissatisfac- 
tion have increased and accumulated with the year. 

Mr. Poace. In other words, it gets worse rather than better? 

Mr. Gauarza. Right. 

Mr. Poagp. Let me see if I can go back and get an answer to the 
question I asked. I asked you what percentage of the American sugar 
consumption should be subsidized ? 

Mr. Gatarza. Mr. Congressman, I would say that if the act, accord- 
ing to its stated purpose, is administered properly, and if it becomes 
necessary for reasons of protection of the consumer, for reasons of 
providing the growers of a reasonable profit, for reasons of national 
defense, for reasons of raising the living standards of those people, 
if it is necessary to increase the subsidy, increase it. 

Mr. Poace. How far would you go? Would you subsidize the whole 
American consumption of 8,400,000 tons? 

Mr. Gaxarza. I don’t think I would. 

Mr. Poagr. Well, would you say you would subsidize about half 
and import the other half? 

Mr. Gatarza. My answer to that question would depend upon the 
conditions at the time. 

Mr. Poace. Well, now is the time and the conditions known to all 
of us? Now I am asking you in view of present conditions right now 
what would you do? 

Mr. Gatarza. In view of present conditions at this time, on the 
basis of the record, I would say that your subsidy is known, you 
know what it is. I say maintain that subsidy, but comply with the 
purposes of the act so far as the workers are concerned. That is all we 
are saying. 

Mr. Poace. You would continue subsidizing roughly half of what 
we use; is that it? 

Mr. Gauarza. If that is what you are subsidizing. 

Mr. Poage. You think that would be a fair division between measur- 
ing the benefits that come to workers and to producers from the sub- 
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sidy, and the cost that imposes on the consumer on the other hand, 
because obviously the consumer pays that subsidy ? 

Mr. Gaxarza. Right, and provided also that the division is actually 
what you suggest it is. 

Now for instance, Mr. Congressman, may I point out to you that 
when you receive your testimony in this committee on the wage struc- 
ture of the sugarcane industry, I would recommend that you have a 
very close look at it, because in those data, in the statistics that you 
are giving here, the wage curves and the tables, there are some incredi- 
ble procedures followed. May I just point out one of them to you? 

You have statistical studies, so-called, which indicate that the 
plantation workers receive from 42 to 53 percent of the income from 
the industry. Now how did the statisticians of the industry and the 
a of Agriculture arrive at that generalization? Very 
simply. 

They include the wage rates paid in Hawaii, which are the highest 
in the world, in the statistical average. But mind you, the wages paid 
in Hawaii are not the result of the administration of the Sugar Act. 
They are the result of collective bargaining. And if you eliminate 
those, your curve goes down and your averages flatten out. 

Mr. Poacr. I am sure those things enter into the discussion, but I 
want to see what part should be assigned to subsidy and what part 
should be assigned to economics in the Sugar Act. I would like to 
get your opinion on the suggestion made by my colleague in Utah who 
pointed out the terrible condition of the growers in Utah, who had 
suffered a 14- or 10-percent or whatever the percent cut was in their 
production. 

Of course in all other crops, at least the basic crops in the United 
States, producers are suffering reductions in their production far in 
excess of 14 percent, more than 50 percent in peanuts, more than 50 
percent in tobacco, and 30 percent in cotton, and probably about the 
same in wheat. 

Now would you subsidize all of those other crops? Obviously there 
are a great many more people dependent upon them than there are on 
sugar, and obviously I think you will agree that the worker does get 
a larger percentage of the total that comes from cotton ? 

Mr. Gauarza. You are speaking of some of the other branches of 
agriculture ? 

Mr. Poaegs. Than sugar. I think you will agree with me as one 
who is familiar with agricultural workers and their pay over the 
Nation, don’t agricultural workers, including the owners and renters 
of course who do the work, get a much larger percentage of the total 
income of cotton than they do of the total income of sugar? 

Mr. Gaxarza. I would say that is true, sir. 

Mr. Poace. Now would you also subsidize the cotton crop in order 
to maintain the standard of living of people who are dependent upon 
the cotton crop ¢ 

Mr. Ganditha. I would make no such recommendation for cotton 
or any other commodity, until we had the opportunity to sit down 
with those who claim that they are going bankrupt from the present 
situation, and we are able to see whether the profits, the proceeds of a 
given industry, cotton, or whatever it may be, are being shared with 
the workers in that industry in a way that will enable them to main- 
tain an American standard of life. 
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Mr. Poace. Well, you have just agreed that the workers do get a 
larger share of the value of the cotton crop than they do of the total 
value of the sugar crop. 

Mr. GaxarzA. But that doesn’t mean that when you wind up with 
their total share, they have a living wage. 

Mr. Poace. No, it certainly doesn’t mean that, but it does mean, it 
seems to me rather clearly, that if you are going to have the Govern- 
ment make up that living wage, that the Government better start on 
that industry that is already giving a larger share rather than starting 
upon the one where the Government has got to put in the biggest part 
of it. 

Mr. Gavarza, That doesn’t necessarily follow, if you will permit 
me, Congressman, because we still don’t know what are the profits in 
the sugar industry of those who are taking the larger share. It doesn’t 
necessarily follow. 

Mr. Poage. I think you showed that in Louisiana it was 107 opera- 
tors took more than one-third of the total take; wasn’t that about what 
you showed ? 

Mr. Gavarza. About that; of the subsidy payment. 

Mr. Poaes. Yes. You can’t show us that in cotton I know; you 
can’t show us that in peanuts, and I know that. So doesn’t it look 
rather queer that you have picked probably the worst example to have 
the Government put some money into that you could find in the United 
States ? 

Mr. Gatarza. It is more in peanuts than it is in sugar, I will agree. 

Mr. Poage. Again let me make it plain I am not opposed to sub- 
sidizing the sugar people. I am not opposed to helping raise the 
standards of living in the sugar industry, but what I do resent is for 
this continued array of witnesses to come here that are all very sure 
that it is all right to subsidize sugar to raise the standard of living 
of everybody who is touched with sugar, but it is always questionable 
whether you ought to do anything for the man who grows peanuts, 
no matter how small he is, or how needy he is, it is rather wicked to 
give him 90 percent of parity, but it 1s just fine to give the sugar 
people whatever they need to raise their standards of living. 

I am sorry to see you alineing yourself with these people who come 
in here and tell us that is just won’t do to give a fair living standard 
to the people who are growing cotton or the people who are growing 
wheat or the people who are growing peanuts. 

The CuarrMan. Will the gentleman yield? 

You haven’t said anything like that; have you, Doctor? Aren’t you 
for 90 percent of parity on these basic crops? 

Mr. Gatarza. I think if you will look—may I remind you that at 
one of our recent conventions—— 

Mr. Poace. He said he wanted to study it a while. 

Mr. Gararza. I could comment, perhaps. At our convention in 
New Orleans, as I recall, we did pass a resolution. We only took up 
one commodity, which was dairy products, and, as I recall, subject 
to correction, we asked for 100 percent parity for dairy products. 

The CratrmMan. 100 percent? 

Mr. Jenninos. Why did you single out that one? 

The Cuairman. You are going to be with President Eisenhower on 
that one, aren’t you? I know what you are talking about, 100 percent 
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of parity in the market place. Mr. Poage has been trying to find that 
market place ever since. 

I want to close this now. Here is the distinguished gentleman from 
Utah crying about this 14 percent reduction out there. Here is what 
$ have, it may be right and it may be wrong, that in 1953 they allotted 

to you 28,400 acres in Utah. You only harvested 26,800. ‘Mal this 
year they gave you 30,455 acres. How can you get a cut out of that 

Mr. Drxon. i would like to supply the record with those figures, 

The Cuarrman. We will let you study the proposition and give us 
that for the record. 

(The data supplied by Mr. Dixon is as follows :) 


Mr. Chairman, in the hearings this morning you challenged my statement 
that the Utah sugar-beet acreage had been cut 14 percent for 1955 over the 1954 
acreage planting. You were kind enough to give me permission to check my 
figures and place a statement in the record. My statement of 14 percent was 
virtually correct, but instead of being 14 percent even, the acreage cut was 
14.8 percent. 

The sugar beet planted acres for 1954, where there were no controls, were 
35,876 acres, whereas the sugar beet planted acres allotted for 1955 in Utah 
are 30,545 acres, for a decrease of 14.8 percent. 

Utah’s planted acreage history is as follows: 


Acreage 


26, 313 
21, 970 
27, 606 
35, 876 
30, 545 


You also granted me the privilege of making a statement on wages for farm 
help on the sugar beet farms in Utah. Our statement that 65 cents per hour 
as the minimum wage is correct, but the facts are that all the growers from 
the areas in which I obtained information today pay far beyond the minimum 
wage. Most field labor is conducted on a contract basis by the acre rather than 
upon a wage per day basis. Two extensive beet growers from different areas 
of my State confirm today that this average is between 90 cents and $1 per hour 
and some workers can double that figure. 

Notse.—lInformation in ‘eC 2 and 2 comes from USDA Commodity Stabilization Service, 
Sugar Division, August 12, 1954 

nformation for chart on Utah's planted acreage history comes from Department of 
Agriculture, Commodity Stabilization Service, a. r Division, dated July 26, 1954. 


The 1955 figure comes from Allocation Sugar t “Tags e—Utah Gugar 8 Beet ‘Program 
Procedure Handbook (pt. II, USDA, 1042 (UTAH-55), I-7-1-75, b U ; 


(Diseussion off the record.) 
The Cuatrman. Thank you very much, Doctor, 
(The following letter was submitted to the committee :) 


COMISION DE DEFENSA DEL AZUCAR Y FOMENTO DE LA CANA, 
Ciudad Trujillo, Republica Dominicana, July 12, 1955. 
Hon. HArortp D. Coorey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: At the hearing held by the Committee on Agriculture 
on June 27, 1955, in connection with proposed amendments to the Sugar Act of 
1948, as amended, testimony was given by one Mr. Ernesto Galarza, on behalf 
of The National Agricultural Workers Union, A. F, of L. (see pp. 602-665 of the 
record). In his testimony Mr. Galarza made certain statements concerning 
labor conditions prevailing in some sugar-producing countries, which statements, 
insofar as he made them applicable to the Dominican Republic, are both com- 
pletely unjust and baseless. It is our opinion that these statements should be 
refuted so that the committee may have before it reliable and correct information 
on labor conditions in the Dominican sugar industry. 
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A thorough review of Mr. Galarza’s statement reveals that he is completely 
uninformed about the most elementary facts of labor conditions in the Dominican 
Republic. This is strikingly brought out by his statement that the Dominican 
sugar worker draws a salary of between 15 and 20 cents per day. The fact is 
that the minimum wages guaranteed by law to the field workers in the sugar 
industry are nine times higher than the amount indicated by Mr. Galarza—-and 
the actual wages received generally exceed the minimum guaranteed rate. The 
minimum guaranteed rate is $1.30 per day. 

As the testimony presented by Mr. Galarza raises questions of considerable 
interest to all concerned with the improvement of the living standards and social 
conditions of the workers, it is important to point out that in the Dominican 
Republic all workers are afforded the most advanced type of protection with 
respect to salary, wages, insurance, and social assistance. The legislation 
covering these benefits was sponsored by the Government on the basis of the 
declared needs of the workers. In this way, the Government has promoted the 
best interests of the workers, seeking about all a just balance between capital 
and labor in such a way that it has been possible to avoid serious and costly 
labor-disturbances, as have occurred in many other countries. 

The Labor Code, which consolidates all labor legislation enacted prior to 
June 11, 1951, is the basic legislative enactment in this field. Subsequently, 
rules and regulations were adopted for the fair and effective application of this 
code. Amendments to and court decisions on the Labor Code have assured 
that the protection afforded the worker is fair and consistent with the dynamic 
pace of the economic development of the Dominican Republic. Social security 
laws and similar legislation provide additional guaranties to the worker of 
economic security and independence. The Dominican working man, as a result 
of all these legislative and administrative acts and legal decisions, is now a free 
and happy man, who shows pride and an awareness of his own dignity. 

The Department of Labor has been raised to the status of a ministry. Its 
dependent agencies settle all questions arising between workers and employers, 
in many cases even before they reach the courts. In every judicial district 
of the Republic, the Government has a paid workers solicitor, so that even 
the lowest paid worker may have legal assistance to present his case before 
the courts. 

The administrative organizations for the settlement of disputes consider 
the claims of all interested parties involved in such disputes. Other branches 
of the ministry establish rates of minimum salaries in each industry, big and 
small. Such rates are established only after hearings have been held in which 
all interested parties have an opportunity to express their views. The law 
establishes an 8-hour working day and stipulates increased wage rates for 
overtime work. 

The social security system provides for sickness payments, accident compen- 
sation, pensions, death benefits to widows and children, and many other similar 
types of benefits. The law assures the worker the payment of substantial sums 
by the employer in the form paid vacation time, lump-sum payments in the event 
of legal termination of employment, and unemployment insurance. 

The Caja de Seguros Sociales, a model social security institution in Latin Amer- 
ica, is financed principally by the employer and the Government with small 
contributions being made by the employee. It has founded hospitals, among 
them one of the largest in the West Indies. For less populated areas it provides 
an extended net of mobile units which offer medical and clinical services 
throughout the country. In addition, the workingman is served by a great 
number of relief institutions, established and supported by the Government, 
among them the largest maternity hospital in Central America. 

Apparently what Mr. Galarza did not know, or in any event failed to men- 
tion in his testimony, is that all of these facilities, benefits, and safeguards are 
applicable to the sugar worker, whether he be a cane planter, cane cutter, or 
mill worker. 

The minimum salary per day in the cane fields is, as we have already men- 
tioned, $1.30. A cane cutter earns, however, on the average more than $1.50 
and at times his daily wage is as high as $2 per day. Workers in the sugar 
industry who contract to do special jobs receive between $2.50 and $3 per day. 
The factory workers receive over $3 and often are paid $4.50 per day. Spe- 
cialized workers earn as much as $5 per day and more. 

These wage scales must be considered in the light of the cost of living in the 
Dominican Republic. As you well know, the dollar in the Dominican Republic 
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buys much more than is the case, for example, in the United States. And even 
more important, while the cost of living has advanced approximately 129 percent 
from 1941 to April, 1955, wages have increased over 221 percent in the same 
period. 

Today, thanks to the increased wage scale and to the considerably improved 
purchasing power of the Dominican worker, Dominican labor is now eagerly 
interested in securing jobs in the sugar industry, which had not been the case 
before. Many of the workers in the cane fields are small farmers who each 
year engage themselves for some time in the cane fields without neglecting their 
own properties. 

The worker in the sugar industry is a happy man, and today constitutes an 
organized unit in unions which are dedicated to the betterment of the labor 
and social conditions. On those occasions, not very frequent, when the sugar 
workers have considered that their aspirations and just rights were being denied 
them, and have therefore considered the necessity of a strike, they have resorted 
first to the arbitration mechanism set up by law for the settlement of differences, 
with satisfactory results to the worker in almost every instance. Only on two 
oceasions has a strike been called in the sugar industry, and in those instances 
the issue was quickly settled by the workers receiving the principal benefits they 
sought. 

It is to be regretted that Mr. Galarza was unaware of the true situation in 
the Dominican Republic, and that as a result his testimony was so grossly in- 
accurate. We have, however, believed it advisable to make known to the com- 
mittee the true situation, and to correct the record in these respects. Should you 
or your committee desire any additional information we should be only too 
pleased to provide it. 

Sincerely yours, 
S. Satvapor Ortiz, 
Presidente de la Comision de Defensa del Azicar y Fomento de la Caiia. 


The Cuairman. We have a distinguished Member of Congress here, 
Mr. Morano, who is an expert on these propositions. 


STATEMENT OF HON. ALBERT P. MORANO, A REPRESENTATIVE 
IN CONGRESS FROM THE FOURTH CONGRESSIONAL DISTRICT OF 
THE STATE OF CONNECTICUT 


Mr. Morano. Thank you, Mr. Chairman. I am grateful for the 
privilege extended by the committee to permit me to testify here, 
and I shall try to be as brief as I can. 

Mr. Chairman and members of the committee, pursuant to rule XI 
of the Rules of the House of Representatives, it was my privilege a 
few months ago to file with Chairman Richards of the Committee on 
Foreign Affairs a report of the special study mission to Cuba, which 
I had the honor of conducting. 

This report, No. 22, Union Calendar No. 10, 84th Congress, 1st 
session, referred to the Committee of the Whole House on the State 
cf the Union, and ordered to be printed with illustrations, is based on 
a 1,200 mile trip of the special study mission, whose aim was a first- 
hand, on-the-spot examination of economic and other conditions in 
Cuba in the context of United States-Cuban relations. 

It is based almost entirely on personal observations, conversations 
and survey, and I would ask the committee’s consent that a copy of 
the report be included in this statement, together with a foreword by 
Chairman Richards. 

The Cuarrman. Without objection, you may include that in the 
record. 

(The report referred to is as follows :) 
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FOREWORD 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C., February 3, 1956. 


This report was submitted to the Committee on Foreign Affairs 
February 1, 1955, by a special mission which undertook a study in 
November 1954 of economic and other conditions in Cuba in the 
context of United States-Cuban relations. 

The findings in this report are those of the special study mission 
and do not necessarily reflect the views of the membership of the 
Committee on Foreign Affairs. 


James P. Ricuarps, Chairman: 
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REPORT OF THE SPECIAL STUDY MISSION TO CUBA 


Fesruary 7, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed with illustrations 


Mr. Morano, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[Pursuant to rule XI of the Rules of the House of Representatives] 


I. INTRODUCTION 


This report is based on a 1,200-mile trip of the special study mission 
by automobile and train through Cuba. It is based almost entirely on 
personal observations, conversations, and survey. The special study 
mission departed from the United States on November 23, 1954, and 
returned on December 1. 

The purpose of the mission was to make a study of economic and 
other conditions in Cuba in the context of United States-Cuban 
relations. 

The special study mission held a press conference, entirely in . 
Spanish, with representatives of the Cuban press in Habana on 
November 30, 1954. Among the newspapers represented were the 
following: 


Diario de la Marina Alerta 
El Mundo Pueblo 
Informacion Manana 
Diario Nacional Excelsior 
El Crisol El Pais 


The reception accorded to the study mission by the Cuban press 
was magnificent. The following day the newspapers all bannered or 
front-paged in full detail the substance of the conference. 

Editorials which appeared in Diario de la Marina and El Mundo 
on December 2, 1954, reflect substantially the attitude of the Cubans 
on the basic problem of sugar and ae the necessity for a 
sympathetic understanding of the problem of sugar in Cuban-United 
States relations. A translation from Spanish to English of these 
editorials has been included in this report (see Findings and Recom- 
mendations, pp. 10-14). 
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Il. BACKGROUND 


The Republic of Cuba, the “Pearl of the Antilles,” came into 
existence as an independent nation on May 20, 1902, some 3 years 
after the end of the war with Spain in which the United States helped 
Cuba in its quest for independence. Relations between the United 
States and Cuba have always been especially close. Cuba has leased 
to the United States the important naval base at Guantanamo. 
Since 1903 Cuba and the United States have granted preferential 
tariff rates to each other. Cuba was the first nation to enter into 
a reciprocal trade agreement with the United States under the Recip- 
rocal Trade Agreements Act of 1934. 

Cuba consists of the island of Cuba, the Isle of Pines and numerous 
smaller islands. The Republic is divided into six provinces: Pinar 
del Rio, Habana, Matanzas, Las Villas, Camaguey and Oriente. It 
is the largest of the West Indian islands with an area of 44,164 square 
miles, about the size of Pennsylvania or Virginia. At its nearest point 
to the United States it is only 90 miles south of Key West, Fla. The 
island extends 760 miles from end to end and is only 25 to 100 miles 
wide. The eastern end is 15 miles from Haiti and less than 600 miles 
from the mainland of South America. The western tip is 130 miles 
from the Yucatan Peninsula, Mexico. It lies squarely across the 
entrance to the entire Gulf of Mexico and also across the northern 
approach to the Caribbean Sea and the Panama Canal. Thus, Cuba 
has a strategic location important to the defense of the United States 
and of the entire hemisphere. 


LOCATION OF CUBA 
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Ill. SUGAR—KEY TO RELATIONS WITH CUBA 


The production and one of sugar constitutes the main pillar of 
the economic structure of Cuba. Sugar controls directly and indirectly 
the economic level of the Cuban population. The tremendous impor- 
tance of the sugar industry to the Cubans is demonstrable from the 
fact that the income derived directly from sugar production has 
recently been approximately one-third of the total national income. 
From 1949 to 1952 the percentage of total income borne by the sugar 
income rose from 30.8 percent to 34 percent. 

More than a half million people are employed each year in the sugar 
mills and plantations and many thousands of other employees perform 
the commercial operations reaiive to the export of sugar. Sugar 
cane is grown in virtually every part of Cuba. 


LOCATION OF SUGARCANE ACREAGL IM CUBA 





Cuban sugar exports to the United States involve more than 
agricultural commodities and products in international trade. The 
fallacy in the past has been to think of the sugar problem from a purely 
economic point of view. But the problem transcends the economic. 
It involves the very lifeblood of our good partner, Cuba. In other 
words, it involves the essence of the foreign relations of Cuba with the 
United States. Therefore, the manner in which the United States 
handles the question of Cuban sugar exports has a direct impact on 
other aspects of American foreign policy toward Cuba. 

Cuba is usually in about sixth place among all nations as an overall 
market for exports from the United States. To illustrate this point, 
Cuba is our best world market for wheat flour, butter, bacon, hams and 
shoulders, filberts, onions, chickpeas, dried beans, and many fruits and 
vegetables. In most years, Cuba is our first market not only for rice, 
the country’s most poaeier food grain and its most valuable import 
item, but lard as well. 

Cuba is one of the world’s largest producers of sugar, supplying 
one-fifth of the world total, as well as its biggest exporter of sugar. 
Present-day Cuban sugar production is handled by a number of large 
sugar mills known as centrales. Today 161 such units operate. 
Most of the cane is grown by independent farmers (colonos), usually 
under contract for sale and delivery to specific centrales. 
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In 1926 United States nationals owned 77 of the 176 active mills 
producing 62.7 percent of the sugar; currently, United States interests 
own 41 of the 161 mills, producing approximately 43 percent of the 
sugar, and Cubans own most of the rest. 


A. THE SUGAR ACT OF 1948, AS AMENDED 


The Sugar Act, through a system of quotas, subsidies, and an excise 
tax, regulates the production, marketing, and importation of sugar in 
the United States. The Sugar Act will expire December 31, 1956, 
unless extended by the Congress. The objective of the act is to main- 
tain a healthy and competitive sugar industry of limited size, to as- 
sure adequate sugar supplies to consumers at reasonable prices and to 
promote our general export trade. ‘Title II of the act, called Quota 
Provisions, directs the Secretary of Agriculture to make an estimate 
in December for the following year of the quantity of sugar needed to 
meet the ‘‘consumption requirements” of continental United States. 
The Secretary may revise the estimate up or down at any time dur- 
ing the year. The Secretary must also determine requirements for 
local consumption in Hawaii and Puerto Rico as well as for the United 
States mainland, so that the general price and marketing objectives 
will be the same in these markets. This estimate becomes the total 
of the quotas for all areas supplying the United States with sugar dur- 
ing the year. By making the estimate larger or smaller, the Secre- 
tary can and does exert a marked influence over the price of sugar in 
the United States relative to prices in other countries. 

After the Secretary has determined requirements, each domestic 
and foreign producing area supplying this country with sugar is 
assigned a quota representing its share of the market. Under the 
1948 act, as amended, “fixed” quotas are established for the domestic 
sugar-producing areas and for the Republic of the Philippines and 
“variable” quotas for Cuba and foreign countries other than Cuba 
and the Republic of the Philippines. The quotas for the domestic 
areas and for the Philippines total 5,421,000 tons, raw value. The 
quotas for Cuba and “‘other foreign countries’”’ vary each year accord- 
ing to the amount that the Secretary’s sugar determination exceeds the 
total of the fixed quotas. The Cuban quota is 96 percent of this 
remainder or 33 percent of the current United States consumption, 
All other foreign countries are allotted 4 percent of the excess over the 
fixed quotas. This amount is divided among these countries in pro- 
portion to the average imports from such countries in the years 1948 
to 1950. Quotas fixed under the Sugar Act are as follows: 


Domestic areas: Tons, raw value 


5, 421, 000 


Cuba: 96 percent of consumption requirements above 5,421,000 tons. 
Other foreign countries: 4 percent of consumption requirements above 
5,421,000 tons. 
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For 1954, the initial quota was 8 million tons and final quotas 
8,250,000 tons. On December 21, 1954, the Secretary of Agriculture 
set sugar quotas for 1955 totaling 8,200,000 short tons. He indicated 
that revisions later probably would raise this to 8,500,000. 

Sugar quotas in tons as set by the Secretary, with the comparative 
final totals, are as follows: 


Initial 1955| Final 1954 Initial 1955 | Final 1954 
quota quota! quota quota! 
Domestic beet_....-...... 1,800,000 | 4,800,000 |} Dominican Republic. .--. 27, 605 28, 131 
Mainland cane--.......-- 500, 000 500,000 |} El Salvador............-- 4, 136 4, 214 
Hawai i sicssccbctecvnlet 1, 052, 000 RC GOS Fh Me vo iicc sc cncccds cscs 2, 671 2,722 
Puerto Rico_............. 1, 080, 000 1, 080, 000 I tntnxnn~ cineniai des 11, 445 11, 664 
Virgin Islands_........... 12, 000 12,000 |} Nicaragua................ 7, 8 7, 973 
Philippines............... 977, 000 O76 C00 fi PM ko. 65 lenis 51, 922 52, 912 
RE lee canine ater ai 2, 667, 840 2, 718, 720 || Other countries_.........- 5, 558 5, 684 


1 Exclusive of a total deficit allocation of 10,500 tons. 


Since the United States reimposed sugar quotas in January 1948, 
the quantity of sugar producers in Cuba have been permitted to send 
to the United States for consumption here has been as follows: 


Quantity, short Quantity, short 

Year: tons raw value | Year—Continued tons raw value 

SOGE. c nontincnes aenod 2, 940, 467 Path AOD ei anaes 3, 025, 295 

oe 3, 092, 976 es) ene ye 2’ 759, 281 

We scsnteaesucewecs 3, 265, 088 BOGE ooo Lc awaet ee 2, 718, 720 
WOO duds Seed ee ess 2, 947, 175 


The United States tariff on sugar is as follows: 
Rate per 100 pounds on 


Country of origin: raw sugar 
Peis & ited isi oa oi chad b dade n scenery Free until Jan. 1, 1956. 
Seti ES eI Gane eee eae Lee eee rE aR 50 cents. 
eo ew deena inigeenmreneet 62.5 cents. 


The United States subsidy to sugar growers in domestic areas is 
80 cents per 100 pounds, raw value. This, added to the 50 cents per 
100 pounds, raw value tariff on sugar from Cuba, amounts in effect 
to $1.30 subsidy to domestic growers. 


B. UNITED STATES POLICY CONSIDERATIONS 


There are two sugar markets—the United States market and the 
world market. Cuba sells approximately half of its sugar to the 
world market and the other half to the United States market. 

The world sugar market is regulated by the International Sugar 
Agreement of October 1, 1953, which replaced the 1937 agreement to 
meet the market changes in sugar production and trade which resulted 
from World War II. The United States and Cuba, together with 
other major producing and consuming sugar countries, are parties to 
the agreement. The purpose of the agreement is to establish and 
maintain an orderly relationship between the supply and demand for 
sugar in the world market in a manner equitable to both producers 
and consumers. By regulating exports in accordance with world 
import requirements, it was intended to eliminate the wide price 
fluctuations injurious to both producers and consumers, and to raise 
Mi sugar prices which in 1953 had declined to an extremely low 
evel. 
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The agreement has little effect on trade of sugar in the United States, 
Marketings of sugar in the United States from both domestic and 
foreign countries are now, as pointed out above, regulated by the 
provisions of the Sugar Act of 1948, as amended, the objectives of 
which are consistent with those of the International Sugar Agreement. 
The Sugar Act makes it possible for the Secretary of Agriculture to 
maintain the price of sugar in the United States market more or less 
independent of world-market prices. The price in the United States 
ae is about 2 cents per pound higher than that of the world 
market. 

The major benefit accruing to the United States from participation 
in the international agreement is that such participation contributes 
to the stability of the world sugar market and thus can make an 
important contribution to economic progress and political stability in 
countries largely dependent on sugar. Should the world sugar market 
one this would have serious political and economic consequences 
in Cuba. 

In 1953, Cuba imported from the United States products and goods 
valued at $427 million, thus maintaining its place as our sixth most 
important export market. United States exports to Cuba cover a 
wide range of farm and factory products, as indicated by the following: 


Value of United States exports to Cuba in 1953 
Value (in 
Food products: thousands) 


Meat and meat products 

Wheat flour ; : 

Boake; Gry, te... =. 255.2 MLD Vin bbibine'c'd Dae With Se 
Other grains and preparations (other than rice and wheat flour) - - - 
Vegetables 

TP ced b ili Na ihinn abinat wea ehmn <them et nhinn web oeee 
Dairy products 


136, 883 
Other farm products, except fibers.....-........----.- ordi lane teatiegl 18, 424 


Textiles: 


Wood and paper 
Petroleum and other nonmetallic minerals 
Metals and manufactures, except machinery 


Machinery and vehicles: 
Electrical machinery and apparatus 
Automobiles, trucks and buses 
Industrial machinery 
Other 


otal 
Chemicals and related products 
Miscellaneous 21, 254 


426, 572 
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Products exported to Cuba are produced in every section of the 
United States. 'The Cuban market is vital to the continued prosperity 
of rice growers and processors in Louisiana, Texas, Arkansas, Missis- 
sippi, and California, which produce almost the entire United States 
rice crop. Farmers in such States as Iowa, Illinois, Indiana, Ohio, 
Missouri, and Minnesota, which rely on lard exports for a large part 
of their income, send their lard to Cuba and other countries. In 
1951, Cuba took nearly 15 percent of all the cotton manufactures 
exported from the United States, thus contributing to the prosperity 
of such textile manufacturing States as North and South Carolina, 
Georgia, Alabama, Virginia, Tennessee, Texas, Massachusetts, and 
Connecticut. The United States sells to Cuba large quantities of 
iron, steel, and other metal products, the export of which is important 
to the economy of Michigan, Ohio, Illinois, Pennsylvania, New York, 
and New Jersey. 

During July 1954, the Consolidated Railroads of Cuba placed a 
$7 million order for 51 diesel electric locomotives with the General 
Motors Electro-Motive Division’s plant near La Grange, Ill. The 
order, which is stated to be the largest of its kind, received by the 
division for export, is cited as an example of foreign trade helping to 
create mutual prosperity for both the United States and Cuba. It 
required the export of roughly 70,000 tons of raw cane sugar from 
Cuba to the United States to make possible the $7 million purchase of 
locomotives from the United States. Thousands of employees in the 
United States were provided with work because of the interchange 
of locomotives and sugar. 

The important ge which United States foreign policy must take 
into account is that since Cuba pays for most of its purchases of 
United States exports with the proceeds of its sales of sugar to the 
United States, any reduction in the United States quota for Cuban 
sugar will, by the very law of economics, compel Cubans to reduce 
their purchases of United States products, such as those enumerated 
above. Such a reduction on imports by Cuba would affect almost 
every State of the Union. 

It should continue to be our policy to encourage and assist Cuba in 
finding ways and means of reducing her dependence on sugar. This 
does not mean producing less sugar, but rather developing additional 
enterprises, by expanding existing and creating new industries pro- 
ducing sugar byproducts. This is of prime importance, because 
Cuba is beset by a high degree of instability due to the nature of the 
sugar industry. Every year there is a long “dead season” when most 
of the sugar workers are unemployed and the capital equipment of 
the centrales remains idle. 

During its extended trip through Cuba the study mission was 
impressed with the fact that most of the farms are dedicated to one 
crop—sugar or tobacco or cattle or coffee. The seasonal unemploy- 
ment inherent in the sugar industry, together with the fact that the 
growth of the Cuban economy has not kept pace with the needs of a 
growing population, point up the necessity for greater diversification 
of the Cuban economy wherever feasible. While the study mission 
did not have an opportunity to make an extensive study of this 
question, the problem was discussed with many Cubans from all 
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levels. The consensus was that what is needed is a comprehensive 
plan for economic development. But this cannot emerge unless the 
Cubans themselves press foward on this problem at all fronts and 
can count on United States encouragement and support, both at the 
governmental and private capital level. 

The United States in recent years has bought approximately 60 
percent of Cuba’s exports, and Cuba has bought approximately 75 
percent of its imports from the United States. 


CUBAN-UNITED STATES TRADE 
(1915 = 1955) 


ibe recta oid 
CP TAL tes 


1915 1920 1925 1930 1935 190 1945 1950 1955 


Imports from U.S. as percentage of total 
Cuban imports. 


evecee® Of Cuban sugar in U. S. total requirement. 
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Another factor which must be considered in formulating a sound 
foreign policy toward Cuba is United States private investment in 
Cuba. American direct investments in Cuba totaled $642.4 million 
at the end of 1950 making Cuba the fourth most important country 
in the world for such United States investment, preceded only by 
Canada, the United Kingdom, and Venezuela. The general structure 
of this total was as follows: 


Investment group wee | Pepeaiaee 
Transportation, communications, and public utilities.......................- 270. 5 42.0 
Attlee chante thinte nena eoaldsnniaditinndinnseteheoent>cavdidedass 263. 0 41.0 
MGS Ub tedacdvainbaudadnnntscleQceeiemesesaccccsscetuccegsescous 54.2 8.4 
Petr tie he ntibiiintdee ned pick biting~daided ohbdr owen béadbadks bh<darnd 20. 4 3.2 
ee el antral a hs gy ie ea Re OL Le 34.3 5.4 
Rite nce ont oad inten ie Renee actinsnnietetintiaaalaiaaiene let ianiiestalin Roitman tls 642. 4 


It is estimated that United States indirect or portfolio investments 
in Cuba totaled about $65 million at the end of 1950. 

As already pointed out, 41 of Cuba’s 161 active sugar mills are 
owned and operated by American interests. These currently account 
for approximately 43 percent of Cuba’s sugar crop. United States 
interest is also substantial in electric power, radio and television, 
telephone and telegraph systems, railroads, and banks. As stated 
in a Department of Commerce study on private investment, which 
was made pursuant to the provisions of the Mutual Security Act: 

The most important of the factors which have tended to limit diversified United 
States investment in Cuba are labor conditions, which result in high-unit pro- 


duction costs, and, to a lesser extent, taxation policies, the “‘sugar psychology,” 
and transportation deficiencies. 








IV. FINDINGS AND RECOMMENDATIONS 


From the very beginning of her independence, Cuba has maintained 
a close solidarity with the United States. By historic tradition, by its 
geography, by its economic interest and by its love for freedom, Cuba 
is fi v, inked to the United States. This solidarity was reflected 
during World War II when Cuba continued to export her sugar to the 
United States despite the fact that the United States price was well 
below that of the world market. In the United Nations, Cuba has 
played a most constructive and useful role. She has been a consistent 
supporter of the free world and has been a stanch leader in siding with 
the United States. 

Cuba is the gateway to Latin America. In some respects, United 
States relations with Cuba act as a barometer of United States-Latin 
American relations in general. The problem of Cuban sugar exports 
to the United States, therefore, assumes an important role in the over- 
all problem of hemispheric relations. 

Cuba is the fourth most important country in the world for 
United States private investment, which at the end of 1950 totaled 
$642,400,000. Forty-one of Cuba’s active sugar mills are owned and 
operated by American interests which currently account for approxi- 
mately 43 percent of Cuba’s sugar crop. These are factors which 
must be considered in formulating a sound foreign policy toward Cuba. 

It is recommended that the House Foreign Affairs Committee should 
take a greater and more active interest in the Cuban sugar problem 
since it contains elements affecting the security and political complex- 
ion, not only of Cuba, but of other Latin American Republics as well. 
Thus, the problem goes to the very root and substance of United 
States foreign policy toward Latin America. 

The study mission is of the opinion that any reduction by the United 
States in Cuba’s basic sugar-import quota in 1955, or any modification 
of the Sugar Act, as now agitated by domestic sugar interests, un- 
doubtedly will have an immediate and adverse impact on the general 
economy of Cuba. Such a reduction can only aggravate the current 
recession caused by successive cuts in production of a crop (sugar) 
which furnishes about 89 percent of Cuba’s exports in terms of dollars. 
Thus a decline in export dollars earned by Cuba plus an increase in 
the local production of agricultural items formerly imported, must, of 
necessity, be reflected in decreased exports from all those sectors of the 
United States which export agricultural products and manufactured 
goods to Cuba. On the other hand, increased exports of sugar by 
Cuba to the United States would enable the Cubana to purchase 
increased quantities of many United States farm and factory products. 

It therefore is an incongruity for the United States, on the one hand, 
to support a program of technical assistance which is intended, in the 
language of the Act for International Development, to “aid the efforts 
of the peoples of economically underdeveloped areas, to develop their 
resources and improve their working and living conditions,’ while on 
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the other hand we fail to recognize the dependence which the entire 
economy of the country has on sugar. Any appreciable cut at this 
time in the production or exportation of sugar by Cuba could create 
an acute economic crisis that would have widespread social and 
political consequences and would result in an appreciable fall in the 
me of living. This is a matter which should be carefully con- 
sidered. 

As recognized by the Cubans themselves, instability is the outstand- 
ing characteristic of the Cuban economy because of its basic depend- 
ence on the exportation of a single product: sugar. Thus, it is essen- 
tial, particularly in view of Cuba’s steadily increasing population, that 
efforts to diversify the Cuban economy should be given top priority 
in any plan for alleviating some of the adverse effects caused by fluctua- 
tions in the sugar markets and world sugar prices. However, sugar 
production should not and need not be sacrificed to diversification. 

What is needed is a comprehensive plan for economic development. 
While the United States technical assistance program is based on re- 
quests from cooperating countries, in the case of Cuba the United 
States should through mutual discussions at the Government and 
business level emphasize this necessity. Further, the United States 
should be prepared to back such a plan through both governmental 
means and private American capital. 

In this connection, the study mission points out that the uncer- 
tainty inherent in United States sugar legislation enacted for relatively 
short periods makes for a disturbing influence and renders it difficult 
for Cuba (and indeed for other producers for the United States market) 
to plan programs of economic development essential to their welfare. 
There is thus a need for a more stable base for commercial relationships 
between the two countries over a more extended period. An excellent 
start in this direction would be to extend the Sugar Act, which is due to 
expire December 31, 1956, until 1966 and preserve Cuba’s historic 
position in the United States market. 

There follow translations into English from editorials which ap- 
peared in leading Cuban newspapers, indicating the reaction of the 
Cuban press to the press conference held by the special study mission 
in Habana on November 30, 1954. The views expressed in the edi- 
torials typify the strong feeling of the Cubans on the importance of 
sugar in Cuban-United States relations: 


[Editorial from Diario de la Marina, Cuba, December 2, 1954] 


REPRESENTATIVE MorANO AND His Reauistic APPROACH TO QuR ECONOMIC 
PROBLEM 


Mr. Albert P. Morano is a distinguished Member of the United States House of 
Representatives. He is visiting in Cuba in order to learn in person and at first- 
hand the situation of our economy in its relation to the United States. He isa 
member of the House Committee on Foreign Affairs and as such is making an 
official study of the matter. 

This fact alone should be reason for satisfaction to the mind of the Cuban people, 
who are trying to put this problem on the realistic basis of genuine reciprocity in 
“uban-American dealings so we will not aspire through wishful thinking to more 
than is due us in all fairness, commercially and socially or face decreased parity 
which would harm our interests. He urges that the present parity be taken as a 
basis for correction which will make our economy permanently capable of con- 
tinuing to be one of the first markets for North American exports and not, however, 
under the erroneous concept of our being a country philanthropically protected by 
the United States market, but, on the contrary, a customer who will purchase 
practically everything from its neighbor country—for whom it is desirable, above 
all, to accelerate and safeguard the former’s purchasing power. 








360 AMENDMENTS TO SUGAR ACT OF 1948 


Representative Morano has been so kind as to make interesting statements 
along these lines to the Diario, which appeared in our previous issue. In sum- 
mary, he said: That any reduction of our sugar quota made by his country 
would have repercussions on our economy. That the decrease of dollars in our 
hands and the increase in production of certain agricultural products for our own 
consumption would occasion a proportionate decrease in the exportation of North 
American goods to Cuba. 

The principal exports to Cuba are generally agricultural and manufactured 
products. It is our view, as well as the national and rational view of our country, 
that if nonexporters to Cuba fight to reduce our sugar quota in that market, it 
would be only natural and logical for exporters to our country to challenge the 
former, not out of romantic love for their Cuban neighbor, but out of a very 
practical and lawful love for an increase in North American exports and the 
corresponding profits for the various exporters to our market. 

Not long ago we were commenting on statements made by responsible Cubans 
in behalf of a campaign of warning these exporters. The great influence of public 
opinion in the United States is well known. This public opinion should be 
advised, therefore, to come to the aid of a customer of its national economy which, 
despite the smallness of its territory and its still small population, occupies sixth 
place among the largest consumers of North American products. It makes us 
stop and think, to consider whether or not the Cubans might be able to better this 
standing if, instead of haggling over what we should have, we were properly 
encouraged. 

It is to be hoped that the United States, in view of its good relations with Cuba, 
would help us to free our economy from periodic and dangerous crises and from its 
painful subjection to legislative incidents. When one of those legislative attacks 
occurs, it results in instability and possible lack of confidence in the Cuban in- 
terests, even in those of the common people, since the aftermath of any economic 
eclipse leaves its mark on the masses. 

For all these reasons, the presence of Representative Morano among us has 
made a good impression, who, for the very reason that he is a member of the Com- 
mittee on Foreign Affairs of the House in Washington, has tactfully found it de- 
sirable to make a firsthand study, on the ground, of the commercial traffic between 
our two countries, of the financial and social implications of a blundering national 
policy of his country with regard to ours and of the possible and vital benefits of a 
policy of stimulation of the Cuban economy through intelligent aid. 

It is not surprising that competitors of Cuban sugar in the United States de- 
claim against the right which we have to a liberal preference. Neither should we 
wonder at the failure of the attempt to impugn our traditional rights of yesteryear 
and today. What is strange, however, is that United States regional or group 
interests should commit such an error that goes against the general great and 
permanent interests of their own Nation; since if they should succeed in taking 
away from us the dollars, which we spend to the last cent for importing products 
from their country, they would be ruining a wonderful customer for their national 
products. The deficit resulting from such undesirable conduct, would, as seen 
from the overall viewpoint of world economy, make it difficult to find the very 
necessary substitute which could fill at least a part of this void. 


[From E1 Mundo, Cuba, Dec. 2, 1954] 
Puan TALK 
INDIFFERENCE 


(By Carlos M. Lechuga) 


Albert P. Morano, who yesterday defended the economic interests of Cuba at 
& press conference, does not belong to any Cuban opposition group, nor will he 
become a member of any legislative committee of the National Progressive 
Coalition. Morano is the Republican Representative to the Congress in 
Washington from the State of Connecticut. 

It is necessary to make this ao because the logical thing would have been 
for one of our own politicians here, or responsible organization of our national 
parties, to have taken the necessary and constructive steps for the purpose of 
neutralizing the attacks being delivered daily against our island economy by 
influential North American spokesmen. 
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When we commented a week ago on the statements of the Democratic Senator 
from Louisiana, Mr. Eliender, in which he announced his opposition to the increase 
of the sugar quota for Cuba, we stated that the functions of political offices in 
civilized countries go beyond merely electoral matters, and we urged the leaders 
of our parties to take action in order to save our standard of living from being 
wrecked, Specifically, we suggested, among other things, the use of wire services 
to familiarize the North American readers with the Cuban points of view, and 
thus not leave ourselves unprotected in the face of the public opinion of our 
neighbor country, which plays a vitally important role in that country. 

Representative Morano, a member of the Committee on Foreign Affairs of the 
United States House of Representatives, said yesterday—and today millions of 
North Americans know it—that any reduction made by his country in the sugar 
quota for Cuba would decrease the economic power of this country and, conse- 
quently, its capacity to purchase from the United States of America, which 
would, in turn, suffer the consequences in its agriculture and industries which 
would then sell less to Cuba. 

He explained that his policy is designed to defend the Cuban quota because it 
was the basis of obtaining dollars that would be used in the United States itself 
for the purchase of agricultural and industrial products. 

The Connecticut legislator, assuming a role properly befitting a Cuban politician, 
said even more. He stated that Cuba should not confine its economic prosperity 
to a single line, like sugar, and that steps should be taken to diversify its sources of 
production, with a trend toward the greater use of sugar products. 

And, as if to accentuate the contrast between his interested presence and the 
indifferent absence of the political leaders of our country, Morano threw out this 
magnificent, clear, and perfectly logical idea: The Cubans should take action to 
explain, in the broadest possible manner, to the North American people the 
reasons which make it advisable to maintain its sugar quota, because it would 
benefit both nations, for a campaign of this nature should not be exclusively 
entrusted to a single individual. 

The failure to take action, on the part of the political parties in power is dis- 
heartening, embroiled as they are in personal and political controversies, their 
targets low. They are incapable of planning a policy comprising the entire com- 
plexity of the island problem. They confine themselves, every one of them, in 
their lust for power for power’s sake, to a policy of little historic worth. 

The warm and intelligent defense of our economy, in addition to being a duty, 
whether one is a member of the administration or of the opposition party, provides 
a good opportunity for politicians to take advantage of the actual attacks made 
against Cuban interests and to come to their rescue by raising their prestige a 
little, a prestige which had sunk practically to zera, thanks to their obstinacy, 
their “do nothingness” and incapacity to act. 

The North American Congressman, without intending to do so, has given us a 
lesson which, God grant, may be a profitable one to our own distinguished com- 
patriots. 


The study mission points out that recently Cuban Government 
officials have become increasingly aware of the necessity for pursuing 
a more active policy in telling the story of Cuba and Cuban sugar in 
the United States. (See appendix.) However, the study mission feels 
that more vigorous action in this direction would be in the mutual 
interest of the United States and Cuba. 

The special study mission is convinced of the need for a greater 
use of the mechanism of the congressional study mission to foreign 
countries. A workable foreign policy must rest squarely on the 
recognition of the dual responsibility vested in the executive and 
legislative branches. It is the responsibility of the House Foreign 

airs Committee to supplement information received from the execu- 
tive branch through firsthand observation overseas by its own 
membership. 

More and more foreign countries are becoming increasingly aware 
of the important role of the Congress in shaping the foreign policy 
of our Nation. Congressional study missions abroad, far from being 
an encroachment upon the normal functions of our diplomatic mis- 
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sions abroad, constitute rather the legitimate and necessary fulfillment 
of a heavy and costly responsibility. This responsibility requires fre- 
quent implementation if the Congress is to work effectively with the 
executive branch toward the attainment of a unified foreign -policy. 
Members of the Foreign Affairs Committee, and of other appropriate 
committees having related foreign affairs responsibilities, cannot legis- 
late in a vacuum and should not rely only on executive testimony, 
reports and memoranda, however accurate and well intentioned they 
may be. However, such material when coupled with supplementary 
information obtained by congressional study missions abroad can 
materially benefit the legislative process and the attainment of a 
unified foreign policy. 

It is recommended that the President appoint a special representa- 
tive to Latin America with the rank and status of ambassador, whose 
function it will be to consider United States-Latin American relations 
in the broad context of the best interests of the hemisphere. It would 
be his function to circulate among the countries of Latin America as 
special circumstances might warrant. It would be his job to explain 
clearly and quickly the policy of our country should that policy be 
open to serious question or misunderstanding or should it need special 
emphasis. He would not, of course, replace our ambassador to a 
particular Latin American country but would rather speak for all our 
ambassadors to Latin America, in a sense, on matters affecting all of 
Latin America. Appointment of such a special representative would 
strengthen and buttress the action of a United States ambassador in a 
particular Latin American country through affording additional sup- 
port at the highest level. It would give clarity to United States 
foreign policy in the area and would remove the confusion which fre- 


quently results from conflicting statements made from time to time 
by various United States representatives on particular United States 
policies. Furthermore, such an appointment would pr greater 


impetus to United States fulfillment of mutually desirable objectives 
sought by hemispheric conferences and meetings and would strengthen 
the position of the United States representative to the Organization of 
American States. 
Aupert P. Morano, 
Special Study Mission to Cuba. 





APPENDIX 


Unitep States-CusBan Economic CoNVERSATIONS 


(Department of State press release No. 654, November 18, 1954) 


The delegations of the United States and Cuba on November 17, 
1954, concluded conversations begun on November 8 concerning 
economic and commercial relations between the two countries. ‘The 
conversations were initiated at the request of the Government of 
Cuba. Upon conclusion of the conversations, both Governments 
summarized their views in the following memorandum: 


In the course of the meetings held from the &th to the 17th of November 
between delegations from the Governments of the United States and Cuba, a 
preliminary study has been made of matters concerning the economic and com- 
mercial relations between both counties. 

As previously agreed upon by both Governments, the purpose of these dis- 
cussions was to gather all the necessary facts and to analyze them so that the 
United States and Cuban Governments might continue their efforts to find ways 
and means that will permit the economic relations between the two countries 
to develop in a mutually satisfactory manner. !t was not the intention to 
endeavor to reach at this time definite agreements of solutions for all the matters 
which were to be discussed. 

The Cuban delegation expressed the view in broad terms that a lack of balance 
exists in the trade relations between the two countries, pointing out that the 
advantages granted by Cuba give the United States a dominant position in the 
Cuban market which is not adequately compensated by the share allotted to 
Cuba in the United States market, particularly with regard to sugar. The 
Cuban delegation stressed that Cuba’s increase in population and the need to 
provide employment for its people require the development of new industrial, 
agricultural, and commercial activities to supplement sugar production, which 
by itself is not sufficient completely to satisfy the needs of the Cuban people 

Stating that Cuba’s sugar exports to the United States are the main justification 
for the concessions granted to Ameriean agricultural and industrial preducts in 
the Cuban market, and underscoring Cuba’s historical role in supplying sugar to 
the American market, the Cuban delegation requested that Cuba be granted the 
right to supply 50 percent of the sugar consumption requirements of the United 
States. It also requested that 22 percent of Cuba’s sugar exports to the United 
States be in direct consumption sugar, as originally established in the sugar 
legislation of 1934. It further requested that the Cuban share in the United 
States sugar market be regulated by an agreement which would give stability 
to the industry and complement the American domestic sugar legislation. 

The United States delegation confirmed the recognition by the Cuban delega- 
tion that the executive branch has no authorization to commit the United States 
Congress to any ccurse of action. It pcinted out that since 1934 the Congress 
of the United States has enacted comprehensive legislation controlling producticn 
of sugar in the United States and the importation of sugar from foreign countries. 
The Cuban delegation was assured that its views would be given detailed study by 
responsible officials of the executive branch in the light of the importance to 
Cuba of its participation in the American sugar market and the difficult situation 
that Cuba is facing regarding its cverall sugar exports. The Cuban delegation 
was also assured that Cuba’s vital interest in the American market, as well as 
the substantial interest of the United States in its export trade with Cuba, would 
be taken fully into account. 

The supply of Cuban minerals to the United States, particularly manganese, 
was the subject of careful study. The Cuban delegation requested that, in view 
of the full cooperation given by Cuba to the United States — the war and 
also Cuba’s strategic geographical position, the United States take the appropriate 
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measures to make possible the continued operation of Cuba’s mines, thus prevent- 
ing unemployment. 

The United States delegation recognized the contribution of the Cuban mining 
industry in World War II and during the Korean emergency. It likewise explained 
to the Cuban delegation the operation of the mineral stockpiling program of the 
United States and the difficulties presented by this program to procurement for 
stockpiling of certain minerals. 

Requests were also made by Cuba to facilitate its tobacco exports to the 
United States in order to overcome, at least in part, the difficulties which the 
agricultural and the industrial sectors of the tobacco industry are facing. Meas- 
ures were also proposed by the Cuban delegation to seek ways and means of 
facilitating the imports into the United States of Cuban fruits and vegetables, 
rum and other products, as well as to increase American tourism to Cuba. 

In connection with the need to develop and diversify Cuba’s economy, the 
Cuban delegation informed the American delegation that Cuba intends to under- 
take a technical revision of its customs tariff. Attention was also paid to the 
great importance of promoting the investment of American capital in Cuba, and 
to this end the possibility was discussed of negotiating a convention to solve the 
problems of double taxation. The different matters concerning the regulation of 
the employment and the rendering of technical services by American citizens in 
Cuba in order to promote American investments were also considered within the 
framework of Cuba’s legislation. 

For its part, the United States delegation brought up, among other things, the 
difficulties attending the operation of the rice agreement between the two coun- 
tries, the claims of American citizens pending with the Cuban Government, and 

roblems arising from the operation of the General Agreement on Tariffs and 
‘rade. The Cuban delegation reiterated that Cuba will continue to develop its 
production of rice within the framework of its international obligations and to 
give preference to imports of rice from the United States at low rates of duty to 
the extent necessary to satisfy Cuba’s import requirements. On the subject of 
claims the Cuban delegation expressed the intent of the Cuban Government to 
arrange for prompt settlement of those claims which have been adjudicated by 
the Cuban courts and explained the procedures established by Cuban laws leading 
to systematic liquidation of other categories of debts of the Cuban Government. 

A general understanding was reached with regard to action which may be taken 
on a number of matters which have affected the trade between the two countries, 
including those having to do with the problems under the General Agreement of 
Tariffs and Trade. 

Each of the two delegations believes that these discussions, undertaken in an 
informal and friendly atmosphere, afforded the Governments of the United States 
and Cuba an opportunity to acquaint each other with its views on measures which 
might be taken to improve economic and trade relations between the two countries. 
Both parties have recognized throughout the discussions that many of the ques- 
tions considered do not admit of easy or prompt solutions, but both have the feel- 
ing that a high degree of mutual comprehension has been achiev pointing the 
way toward eventual progress in correcting the conditions discussed. 


Mr. Morano. Typical of the warm and friendly attitude of our 
island republic neighbors toward the United States was the reception 
accorded the mission ve Cuban press. After a press conference, 

i 


entirely in Spanish, which the mission held with representatives of 
10 Cuban newspapers, the substance of the conference was bannered 
or front-paged in full detail. It was magnificent. 

And yet, it is not surprising. It dramatically testified to the tradi- 
tional in-peace-as-in-war comradeship that is the trademark, one 
might say, of the relations that have existed between our beloved 
country and the “Pearl of the Antilles” which came into existence 
some 3 years after the war with Spain in which we helped Cuba in 
her quest for independence. 

To realize the closeness of those relations we need only recall that 
Cuba has leased to the United States the important naval base at 
Guantanamo. Largest of the West Indian islands, with an area about 
equal to that of Pennsylvania or Virginia, and a population of 6 
million, our good neighbor’s western area is only 90 miles south of 
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Key West, Fla., and 130 miles from Mexico’s Yucatan Peninsula. 
The eastern part of the country is only 600 miles from South America. 

Thus we derive a feeling of security and comfort in the knowledge 
that this loyal and stanch ally of ours lies squarely across the entrance 
of the entire Gulf of Mexico and guards the entrance to the Panama 
Canal and its defenses so vital to us and to the Western Hemisphere. 

For security reasons, too, we can rejoice that Cuba has outlawed 
communism. Since economic stability is essential to Cuba’s political 
stability, we in the United States have an important stake in our 
neighbor’s efforts to keep her economy on an even keel. And I can- 
not emphasize that too strongly. 

Now, Cuba’s economy is geared to sugar, and we know that Com- 
munist propagandists would be the gainer if that economy were frac- 
tured by any act of ours, however unwittingly or unintentionally 
caused. They would make political capital of such an eventuality 
and strive mightily to obtain domination of the island if they could 
achieve a wedge between us and Cuba. 

And let us never forget for one moment that if the Reds ever won 
the upper hand in Cuba, a major disaster could befall the United 
States. 

I said a moment ago that Cuba’s economy is geared to sugar. Per- 
mit me to dwell a moment on that aspect of our relations with Cuba. 
How important a role the sugar industry plays in Cuba’s economy is 
demonstrable from the fact that the income derived from sugar pro- 
duction was recently estimated at approximately one-third of the total 
national income, which is, of course, as you know, about $2 billion. 
More than half a million people are employed yearly in Cuba’s sugar 
mills and plantations while many thousands of other employees 
perform the commercial operations relative to storage shipment and 
export of sugar. 

Cuba, one of the world’s largest sugar producers, supplying up to 
one-fifth of the world total, is also the biggest exporter of sugar. She 
sells approximately half of her sugar in the world market and the 
other half to the United States market. 

The world sugar market is regulated by the International Sugar 
Agreement of October 1, 1953, which replaced the 1937 agreement to 
meet changes in sugar production and trade which resulted from 
World War II. 

The United States and Cuba, together with other major producing 
and consuming sugar countries are parties to the agreement whose 
purpose is to establish and maintain an orderly relationship between 
the supply and demand for sugar in the world market in a manner 
equitable both to producers and consumers. 

This agreement, however, has little effect on sugar trade in the 
United States. Marketings of sugar in our country, both from 
domestic and foreign countries, are presently, as my colleagues know 
full well, regulated by the provisions of the Sugar Act of 1948, 
amended. Its objectives, consistent with those of the International 
Sugar Agreement, make it possible for the Secretary of Agriculture 
to maintain the price of sugar in the United States market more or less 
independently of world-market prices. 

The major benefit accruing to the United States from participation 
in the international agreement is that such participation contributes to 
the stability of the world sugar market and thus can make an im- 
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portant contribution to economic progress and political stability in 
countries, such as Cuba, largely dependent on sugar. 

In 1953, Cuba imported from the United States products and goods 
valued at $426,600,000, thus maintaining its place as our sixth most 
important export market. Cuba paid for those imports largely with 
sugar-earned dollars. The United States and Cuba annually do from 
$800 million to $1 billion worth of business between them. 

Goods and services flowed to Cuba from every section in the United 
States—from 18,000 plants in 1,800 communities. Every State in the 
Union benefited from the impressive total of $426,600,000 in exports 
which so strikingly demonstrated how important the vast Cuban mar- 
ket is to the continued prosperity of textile manufacturing States, as 
Virginia, Alabama, Tennessee, Massachusetts, North and South Caro- 
lina, and ricegrowers and processors in Louisiana, Texas, Arkansas, 
Mississippi, and California, which produce almost the entire United 
States rice crop. It is likewise profitable to farms and factories in 
Iowa, Illinois, Indiana, Ohio, Kansas, Wisconsin, Missouri, and Min- 
nesota, and to the manufacturers of iron, steel, and other metal prod- 
ucts which are equally important to the economy of Michigan, Penk 
sylvania, New York, New Jersey, Delaware, and Maryland, not for- 
getting, of course, my native Connecticut and the other New England 
States. 

This tremendous exchange of goods helps create mutual prosperity 
both for the United States and Cuba. Let me cite just one example of 
how thousands of American employees were provided with work be- 
cause of Cuban-American trade. 

During July 1954, the Consolidated Railroads of Cuba placed a $7 
million order for 51 diesel electric locomotives with General Electric’s 
Electromotive division’s plant near La Grange, Ill. That order, 
said to be the largest of its kind received by the division for export 
required the export of roughly 70,000 tons of raw cane sugar from Cuba 
to the United States to make possible payment of the $7 million 
account. 

Similar examples could be and probably will be cited by others bet- 
ter acquainted with Cuban-American trade relations than I. But I 
personally am happy to testify from my own knowledge and from 
communications hom my constituents in the Fourth Congressional 
District of the Nutmeg State that “Cuban business is good business” ; 
and I am confident that my distinguished colleagues seated around 
this committee table are not lacking in testimonials from their re- 
spective constituencies in similar vein. 

Now I want to make about 10 or 11 points, very briefly, to show you 
points that I have culled from various sources. 

1. Cuba is one of the few nations in the world who really exemplify 
the administration’s expressed poy of trade—not aid. 

2. Abrogation of the Sugar Act will wreck 1 of our 3 most valuable 
markets. 

3. Cuba, with a population of only 6 million, buys more per capita 
from the United States than any other country in the world except 
Canada and Venezuela (rich from oil ee 

4. Cuba buys more from us than Great Britain, France, or Ger- 
many, countries which we have given billions of dollars in loans and 
gifts during the past 10 years. 
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5. For every dollar the United States spends in Cuba, Cubans spend 
$1.30 in the United States. 

6. In 1953 the United States purchased $433 million worth of 
sugar, fruit, and other Cuban products. There is a differential in that 
figure from the one I cited before. Some say it is $426 million. I 
don’t know which is correct. This says $433 million, sugar, fruit, and 
other Cuban products. Oh, that is the reverse. Here is the other 
figure. Cuba bought $426 million worth of United States goods, in- 
cluding $58,817,000 from Louisiana and Texas. 

Mr. Wuu1s. Do you know what it was the year before? 

Mr. Morano. I don’t know. I could get into a discussion about the 
year before, but we haven’t got much time here. 

7. United States investors got $37 million in dividends from their 
$650 million worth of Cuban properties, and Cubans sent $48 million 
abroad in cash for various services—more than 75 percent of it to the 
United States. 

8. Cuban tourists spent last year $38 million in Florida, New York, 
New Orleans, and other cities in the United States. 

9. Cuba’s standard of living is about the highest in all Latin Amer- 
ica with the possible exception of Uruguay’s. Their purchases from 
us keep rising—ours stand still or are decreasing. 

10, Although we consume less sugar than ever before (and must 
import most of it) we buy less Cuban sugar than ever before. 

11. If Congress approves the bills proposed to amend the Sugar 
Act we would be striking the Cuban Nation for doing the very thing 
we insisted it do—to key its entire industry to sugar. Tobacco and 
other agricultural products were Cuba’s chief products at that time. 

Now I will sum up. 

I have tried to show you why I feel so strongly about maintaining 
our good relations with our good neighbor. I am aware of the fact 
that others, possibly some members of your own committee, may feel 
that another aspect of the sugar industry, as presented by proponents 
of legislation to amendments, warrants full consideration. With that 
thought I have no fault to find. I respect their opinions even as I am 
sure they respect mine. But I would be remiss if I did not point out 
what seems to be a glaring inconsistency in one of their arguments. 
That is this: Such legislation as they propose and the bills which 
currently are before Congress would not only arene injure Cuba’s 
already strained economy but would also hurt those American farm- 


ers producing Soar, asd crops by sharply reducing American agri- 


cultural exports to Cuba. 

Now, according to figures of the Department of Agriculture and the 
Census Bureau, Cuba is one of our best customers for such surpluses. 
About one-fifth of all American exports to Cuba stems from the big- 
gest accumulations of surplus farm products: Wheat, corn, dairy 
products, cotton, and rice. 

There is irony in the thought that in one breath our Government 
might boast of its splendid farm surplus market in Cuba and in the 
next breath legislate to cripple if not deal a lethal blow to that market 
by curbing Cuba’s sugar dollar potential. 

I feel, too, we have a solemn, a moral commitment to refrain from 
changing rules in the middle of the game. Cuba took us at our word 
when we last amended the Sugar Act and naturally expects us loyally 
to respect that commitment, in keeping with our traditional adherence 
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to our national obligations, by determining to let the act at least run 
its course—not try to alter it a year before the expiration date. 

Your committee in studying this question will have the benefit of 
charts and tables as well as other statistics more clearly spelling out 
the injustices and inequities that would ensue should we default on 
our pledge to Cuba. Therefore, I shall not take up any more of your 
valuable time than to attempt to guide you in my modest words away 
from a common fallacy—namely, that of looking at the sugar problem 
merely from an economic point of view. 

The problem transcends the economic. It involves the very life- 
blood of our good partner, Cuba. In other words, it involves the 
essence of Cuba’s foreign relations with the United States. 

And I might interpolate at this point that we saw demonstrated in 
San Francisco only the other day, when Nunez-Portuondo, the repre- 
sentative of Cuba in the United Nations, electrified the United Nations 
with his statement in support of our foreign policy, in support of the 
United Nations, and a barbed aim at Soviet Molotov’s statement which 
was made at San Francisco. 

So here we have a small country supporting us in the United Na- 
tions, supporting us at every turn in our foreign policy, and what 
we do in Cuba is the key to how all the other Latin-American coun- 
tries will feel about our foreign policy, in our good-neighborliness to 
them. 

The important point which United States foreign policy must take 
into account is that since Cuba pays for most of its purchases of 
United States exports with the proceeds of its sales of sugar to the 
United States, any reduction in the United States quota for Cuban 
sugar will, by the very law of economics, compel Cubans to reduce 
their purchases of United States products, such as those enumerated 
above. 

And in that connection I want to say that I feel that I, as an Amer- 
ican, in the interest of the United States, urge you to be cautious in 
making a decision in this matter. 

Such a reduction of imports by Cuba would affect every State of 
the Union. 

Mr. Chairman, I thank you and the committee for the courtesy and 
time extended me. 

The Cuarrman. Mr. Ambassador, you have done a good job. We 
are glad to have heard you. 

Mr. Morano. Ambassador to what country ? 

The CHarmman. Ambassador to the United States. 

The next witness is Mr. John A. O’Donnell, of the Philippines. 
Now, Mr. O’Donnell, what about Philippine tobacco? 


STATEMENT OF JOHN A. 0’DONNELL, COUNSEL, PHILIPPINE SUGAR 
ASSOCIATION 


Mr. O’Donnetu. Mr. Chairman, I was about to say I was unin- 
formed with respect to peanuts, cotton, and wool, and the like of that, 
and I might expedite the work of this committee by announcing that, 
but I see we are going to start off with tobacco. 

Let me say, Mr. Chairman, first of all, in spite of the restrictions 
enforced in the Philippines, for reasons I will subsequently enumer- 
ate, they are still the biggest buyer of American tobacco. 
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In ordef to protect its currency reserves, in view of her tremen- 
dous trade deficits, the Philippines had to curtail her purchases abroad, 
and I might say that such action was strongly recommended by the so- 
called Bell mission and the Foreign Operations Administration. 

Unfortunately, Mr. Chairman, tobacco happened to be considered 
one of the less essential things that the Philippines had to buy, and 
they had to give preference to capital goods and raw material so 
necessary for their rehabilitation. 

The Cuairman. I see you were already prepared for me when you 
‘ame in here, weren’t you? 

Mr. O’DonNELL. Yes, sir. 

This was, however, intended to be purely a temporary expedient. 

The CHamman. Good. 

Mr. O’Donneutu. And I am glad to be able to say that Congressman 
Bonner, of North Carolina, your distinguished colleague, and chair- 
man of the Merchant Marine and Fisheries Committee, is well known 
to have the interest of the American tobacco industry at heart. 

In a statement made only last week, June 21, to be exact, on the 
floor of the House of Representatives, in connection with Philippine 
legislation, he stated that he was recommending that the bill be passed, 
because certain inequities that had been practiced in the Philippines 
against American commerce would be corrected. He was now as- 
sured that every means would be used to correct the same in the next 
session of the Philippine Congress. 

His recommendation in this legislation was based on assurances in- 
corporated in a letter dated June 18, 1955, addressed to him, from 
General Carlos Romulo, special representative of the President of 
the Republic of the Philippines, together with a cablegram from 
President Magsaysay on this matter. 

Believe me, Mr. Chairman, I can testify from my own personal 
knowledge that nobody in the world has greater love for American 
tobacco than the Filipinos. Although the humble house boy could 
get his native cigarette at one-fourth what the American cigarette 
cost, he will spend his last half dollar, which is what a package of 
American cigarettes costs in the Philippines, and when the Philip- 
pines restores their economy to the healthy condition it was in before 
the war, when they always had a favorable balance of trade, there 
will never have to be any TV programs in the Philippines to sell 
American cigarettes. 

This is without prejudice to the immediate steps to remove inequi- 
ties in this trade, as promised by Mr. Magsaysay and his Special Am- 
bassador, General Romulo. 

In this connection, Mr. Chairman, if the Philippines participate in 
the excess consumption of the American sugar market, they will again 
afford more dollars for the purchase of American tobacco. 

In this connection, Mr. Chairman, if I may take a minute of your 
time—— 

Mr. Warts. Will the gentleman yield right there for a question? I 
am interested in this tobacco, too, and you said if we purchased more 
sugar you could purchase more tobacco. Won’t you have to do away 
with Publie Act 698 to do that? 

Mr. O’Donnewu. Yes, that is true. 
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The Cuatrman. You don’t need a TV program, just an act of the 
legislature to repeal a law passed over there to keep us out of the 
market. 

Mr. O’Donnett. That law, as I pointed out, Mr. Chairman, was not 
the whole doing of the Filipinos. That law was based on recommenda- 
tions made by the Bell mission and by the Foreign Operations Admin- 
istration. 

The Cuatrman. Foreign Operations Administration recommended 
the passage of that law? 

Mr. O’Donne xu. Well, they didn’t recommend the passage of the 
law as such, but they recommended that the Philippines take steps in 
order to conserve their dollar reserves to build up their home indus- 
try, and one of the nonessentials which was considered was tobacco. 

The Cuarrman, I know, but the Philippines started discriminating 
against American tobacco right in the early days of the Marshall plan, 
and finally it culminated in the passage of a law that absolutely ex- 
cludes us from that market. 

Now, we are trying to get back in the market, and we have some sort 
of assurance that we will sell 15 million pounds a year. I was just 
trying to be facetious when I asked you, T didn’t know you were all 
primed about tobacco. 

I said off the record, but you are very much on the record now. If 
Foreign Operations had any part in the passage of that bill, Congress 
should know it. 

Mr. O’Donnetx. Well, Mr. Chairman, insofar as the Foreign Op- 
erations Administration is concerned and the effects of the Bell mis- 
sion, the Philippine people and their Government officials were in- 
structed with respect to taking certain steps in which to conserve their 
dollar reserves. 

First of all, the Bell mission recommended the imposition of import 
controls, it also recommended the imposition of an exchange tax, it 
also recommended imposition of a minimum-wage law. All of these 
things the Filipinos did in order to get aid and assistance for the whole 
economic program of the Philippines. 

Now, in this connection, Mr. Chairman, if you would just give me a 
moment and let me read here from the hearings before the Committee 
on Ways and Means of the House of Representatives discussing H. R. 
6059, which is the proposed amendments to the Philippine Trade Act, 
on page 50 Congressman Jenkins, who was addressing himself to the 
Under Secretary of State for the Far East, stated : 

Mr. JENKINS. I am sorry I tried to find out how those fitted in there. How 
would you explain that in a few words? How would you explain that situation? 

Mr. Sesavtp. One of the principal reasons for the import bans was to save 
foreign exchange. There were a great many unnecessary—or items which the 
Philippine Government considered unnecessary—importations which were being 
made. They therefore put a ban on such imports, because it was exhausting their 
foreign exchange. 

Mr. JENKINS. We have had fine relationship with the Philippines. These mat- 
ters that you have referred to were not anything that wouid cause any rift be- 
tween the two countries? 

Mr. Sepatp. That is correct. It was a matter of necessity for the Philippine 
Government in order for it to keep its head above water. 

Mr. JENKINS. In some of these cases of bans imposed by the Philippine Govern- 
ment, it looks as if they were going pretty far. 

Mr. Sepatp. They were nondiscriminatory in the sense that it was the article 
which was banned, the importation of the article that was banned, rather than 
because it happened to be an American article. 
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Mr. Jenkins. Anyhow, the agency that you represent was satisfied with what 
was going on. 

Mr. SEBALD. Yes, sir; I think that it was necessary. 

The Cuarrman. Well, now with the law on the books, or even if it is 
repealed, the Central Bank of the Philippines still controls and will 
control the allocation of the dollars; isn’t that right? 

Mr. O’Donnett. That’s right. 

The Cuarrman. Are you saying to us that you think that this cable- 
gram that was received in response to Romulo’s cablegram, would 
result in American tobacco being permitted in the market? 

Mr. O’Donnett. That is my understanding, that they are going to 
take necessary steps to remedy the situation just as fast as the Phil- 
ippine Congress can take those steps. 

The Cuarrman. Mr. Watts and I shall be very glad to hear you 
after that statement. You may talk about sugar now. 

Mr. O’Donnett. Thank you. 

Mr. Chairman, I have some pictures here that more clearly depict 
the conditions in the Philippines at the end of World War II, and I 
thought it would be of interest to the members of the committee to 
look at them during the course of my testimony. 

The Cuarrman. Thank you very much, sir. 

(Discussion off the record.) 

Mr. O’Donnett. Mr. Chairman and members of the committee, my 
name is John A. O’Donnell. Iam a lawyer with offices at 1025 Con- 
necticut Avenue NW., Washington, D. C. 

On behalf of the Philippine Sugar Association and myself, I want 
to thank you for the opportunity of appearing here today to present 
the views of the Philippine sugar industry on the proposed revision 
of the Sugar Act of 1948. 

Sugar is the lifeblood of the Philippine economy so that the im- 
portance of what is taking place here today for them cannot be 
overestimated. 

Injecting a personal note, which I am reluctant to do, may be 
helpful and, therefore, I subordinate my modesty to the interests of 
my clients, I was a Commissioner of the Philippine War Damage 
Commission from 1946 to 1951. I therefore found it necessary early 
to become familiar with the history, nature, customs, and economy 
of the Philippines. During my tenure, the Commission disbursed 
more than $500 million in the payment of upwards of 1,200,000 public 
and private claims in connection with the rehabilitation of the Philip- 
pines. Thissum proved to be totally inadequate. 

I would like to explain this statement. At the end of the war the 
Philippine Government employed a competent United States firm of 
industrial engineers to assess the war damage in the Philippines in 
connection with its claims for reparations from Japan. It was a most 
comprehensive survey. 

Their estimate of the war damage was $1,165 million, of which 
$935 million represented private property and $230 million repre- 
sented public property. 

These estimates, incidentaly, were based on prewar values and not 
replacement costs, which in 1947 at the time the survey was made 
would be 3 or 4 times greater. 

In response to the desperate plight of the Philippine people, the 
Congress passed the Rehabilitation Act of 1946, which authorized the 
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appropriation of $400 million for the payment of claims for war 
damage to private property, and $120 million for the restoration of 
public property and services. 

Now, of this $120 million, $57 million was allocated to the War 
Damage Commission for the repair, the rebuilding and replacement 
of public and municipal and national buildings. 

Among the provisions of the act pertaining to private claims are 
limitations upon the nationality and other qualifications of the claim- 
ants, and the type of property, causes of damage for which compen- 
sation might be paid. 

The Commission was directed to reduce by 25 percent the aggre- 
gate amount of claims approved in excess of $500 for any one claimant, 
and to apportion among such claimants on a prorata basis any funds 
available for the payment of claims after payment not in excess of 
$500 is made. 

Approximately 1 million of the 1,250,000 claimants filed claims for 
$500 or less, taking the bulk of the appropriation. Claims filed by 
the sugar industry, 37 in number, amounted to in round numbers $50 
million. 

These were filed on the basis of prewar values, and on which basis 
the Commission had to pay because that is what the law was. On 
these claims the Commission paid only $13,433,000. 

Now, I would like to read a paragraph here from the Final and 
Ninth Semiannual Report of the Prilippine War Damage Com- 
mission. 

It reads as follows: 

Reproduction or replacement costs in the Philippines are approximately three 
times more than before the war. The Commission approved claims on the basis 
of prewar values as required by the law, and was able to pay only 52.5 percent 
of the approved amount of claims in excess of $500. When high prewar costs, 
substantial disallowances and partial payments on approved claims are con- 
sidered there— 


and listen to this, gentlemen— 


therefore claimants probably received no more than 20 percent of today’s cost 
of reproduction of their homes, farms, and businesses. 


In the same report, Mr. Chairman, on page 16, starting at the top 
of the page: 

The large claimants were most cooperative in advising the Commission of 
their use of war damage payments and also in informing it of their overall 
expenditures for reconstruction. Consequently, as of December the 31st, 1955, an 
analysis of the reports of 1,328 claimants whose approved claims exceeded $25,000 
disclosed that although they had been paid only $103 million by the Commission, 
they had actually expended $513 million for rehabilitation or 5 times the 
amount they have received. Included among these claimants were sugar cen- 
trals, mines, utilities, et cetera. 

I have gone into this matter, Mr. Chairman, solely with the view 
of giving you the facts, as like all congressional committees, you people 
are interested in the facts. 

And under no circumstances should anything I have said be taken 
as criticism of the war damage program. This is to still the voices 
of many who are under the impression that after the war the United 
States made whole these American and Philippine industries, and 
such was not the case. 

Another point, Mr. Chairman, that I think should be important 
to this committee is this: That the Commission was enjoined to pay 
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all claimants of $500 or less in full so that within the authorized ap- 
propriation of $400 million the Commission had to be well along 
in its program before it knew how much money we would have to 
pay on the large claims. 

The result of that was that this $13 million that the sugar industry 
got on their claims of $50 million at prewar prices was not given them 
until late 1949, or early 1950, and I believe all of you around this table 
here recall the shortage of supplies and materials at that time. Steel 
was in short supply, Fest was in short supply, and the difficulties 
the industry must have had to perfect its rehabilitation should be 
patent to everyone. 

The Philippine Republic is one of our most dependable allies in 
that area of the world where the international situation is presently 
so very delicate. She has made wonderful progress in combating com- 
munism, principally by demonstrating that the democratic system 
can provide a higher standard of living to the working class than any 
totalitarian method. This she has been able to do notwithstanding 
the still unsatisfactory condition of her economy resulting from her 
loyalty to the cause of freedom in the last war. 

The Philippines are, indeed, the showcase of democracy in Asia. 
If the Filipinos succeed in proving to the great masses of the people 
of Asia that under democratic practices they are able to establish, 
and to maintain, a higher standard of living than the people of the 
Communist and neutralist countries, the free world will have won a 
battle that will be more effective than the gains effected by divisions 
of soldiers or billions in handouts. 


PRESIDENT’S MESSAGE 


In this connection, I should like to recall that on April 11 of this 
year the President of the United States in a message to Congress 
stressed the need for intensifying our cooperation with the free na- 
tions of southeast Asia in their efforts to achieve economic develop- 
ment and a rising standard of living. I quote from his message: 

The motivation behind this cooperation is twofold: Our fixed belief in the 
worth and dignity of the human individual whatever his race or flag may be, 
and our dedication to the principle that the fruits of national growth must be 
widely shared in every society. 

As a people we insist that the dignity of the individual and his manifold rights 
require for their preservation a constantly expanding economic base. We are 
convinced that our continued economic, cultural, and spiritual progress are 
furthered by similar progress everywhere. * * * 

The committee has had the benefit of the views of the Honorable 
Henry F. Holland, Assistant Secretary of State for Inter-American 
Affairs. In the quotation I have just presented, we have had the 
views of the President of the United States. 

General Eisenhower states, upon first seeing postwar Manila, that 
it was the worst war-torn city that he had seen, with the possible excep- 
tion of Warsaw. The damage was not limited to Manila, but ex- 
tended as devastatingly throughout the archipelago. 


PHILIPPINE ECONOMY—IT IS STILL FAR FROM COMPLETE RECOVERY 


The Philippine Islands, which always had a favorable balance of 
trade with us and with the world before the war, have piled up a tre- 
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mendous trade deficit during the years of reconstruction and reha- 
bilitation. It is significant to note in this connection that, in the 8- 
year period before the war, 1934-41, the emippnes had a total 
favorable trade balance with the United States of $257 million (im- 
ports, $621 million; exports, $878 million) ; in the 8-year period after 
the war, 1946-53, the Philippines had a total negative trade balance 
with the United States of $1,268 million (imports $2,861 million; 
exports, $1,593 million). 

The country is still plagued by inflation and unemployment, and 
has had to adopt strict currency and import controls. These condi- 
tions prevail, even though there have been pronounced strides toward 
full recovery. 

There is no question in the mind of anyone familiar with that part 
of the world that the Philippines are determined to do everything 
possible to improve the stability of their economy, and to raise the 
standard of living of the people. Continued growth and expansion 
of Philippine industries could further the attainment of those goals 
much more effectively than any outside aid. 


SUGAR INDUSTRY IN THE PHILIPPINE ECONOMY 


The sugar industry may well be said to be the backbone of the 
Philippine economy. The Philippines have been one of our suppliers 
of sugar for many years. Under present circumstances, this basic 
Philippine industry could aid greatly in solving the country’s prob- 
lems of trade deficits, inflation, and unemployment. 

The Republic of the Philippines is allotted an absolute quota in 
the Sugar Act of 1948, as amended, of 952,000 short tons of sugar in 
conformity with section 211 of the Philippine Trade Act of 1946 
(art. 3 of the executive agreement). Section 202 (b) of the Sugar 
Act of 1948, as amended, provides as follows: 

Whenever a determination is made, pursuant to section 201 of the amount 
of sugar needed to meet the requirements of consumers, the Secretary shall 
establish quotas— 

(b) For the Republic of the Philippines, in the amount of 952,000 short 
— of sugar as specified in section 211 of the Philippine Trade Act of 

When it fixed the absolute sugar quota of 952,000 short tons for 
the Philippines in the Philippine Trade Act of 1946, Congress de- 
parted not only from the traditional policy of the United States 
against absolute quotas but also from the principle of the original 
quate system adopted in 1934 of proportional participation by off- 
shore supplying areas in the quantity of sugar required for consump- 
tion in continental United States. 

At the time the legislation was under consideration by Congress 
the State Department recommended the establishment of tariff quotas 
instead of absolute quotas, stating 

Since imposition of absolute quotas is contrary to the commercial policy of 
this Government, the Department recommends that the bill be amended to per- 
mit imports in excess of quotas, provided that full United States duty is paid 
on imports over and above the quotas. (Statement of L. C. Stinebower, at hear- 
ing on H. R. 4185, November 15, 1945.) ; 

Under the original quota law (Jones-Costigan Act of 1934), the 
Philippines received a pro rata share of the United States sugar 
consumption based on— 
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average quantities therefrom brought into the continental United States for 
consumption, or which was actually consumed, therein, during such 3 years, 
respectively, in the years 1925-32, inclusive, as the Secretary of Agriculture 
may, from time to time determine to be the most representative respective 3 
years * * * (sec. 4, Public No. 213, 73d Cong.). 

To comply with this basic arrangement of the sugar-quota system, 
the Philippines had to make a drastic reduction in its sugar produc- 
tion from 1,652,593 short tons in the 1933-34 crop, to 754,721 short tons 
in the 1934-85 crop, or a cut of more than 50 percent. Of all the 
principal supplying areas, the Philippines made the greatest sacri- 
fice for the sugar-quota system in the United States, as may be seen 
from the following figures: 


Sugar production in the United States and principal areas supplying United 
States with sugar before and after quota system* 


Production, | Production, | Increase or 
1933 1934, d 


‘ ecrease, Percent 
short tons short tons short tons 
Ueno nine i ie ie ie Ske ests 1, 757, 000 1, 241, 000 —516, 000 —29 
Unie eI, pec c a cok ccdnnanccaeababa 250, 000 267, 000 +17, 000 +7 
Prenatal Foe hdsisd, ick bone epoid casei 1, 108, 822 773, 021 —330, 000 —30 
TIGW: saekantnakaccn detent beectlie mnaictininnniennes 1, 086, 654 986, 849 —99, 805 —9 
PRIIIIR, (iia aa es ae re 1, 652, 593 754, 721 —897, 872 —54 
MODI. 6s inierngiktedih hipaa Dh bittSiinateibh cl aiies 2, 583, 202 2, 882, 656 +299, 454 +12 


1 Sugar Manual, Hawaiian Sugar Planters’ Association, 1954. 


In the Sugar Act of 1937, the principle of pro rata participation by 
the supplying areas was continued and the Philippine quota was 
specifically fixed in the act at approximately 15.41 percent of the 
United States consumption. Under this act and under the original 
quota system (Jones-Costigan Act of 1934), the Philippines received 
annually a share in excess of its duty-free quota. 

At this point I wish to invite the committee’s attention to the fol- 
lowing statement which the representative of the United States and 
Philippine Governments made with respect to the Philippine sugar 
quota to the United States, in recommending certain amendments to 
the 1946 executive agreement : 

The establishment herein of the limitations on the amounts of Philippine raw 
and refined sugar that may be entered, or withdrawn from warehouse, in the 
United States for consumption, shall be without prejudice to any increases which 


the Congress of the United States might allocate to the Philippines in the future. 
(Final act of negotiations on revision 1946 trade agreement, December 15, 1954.) 


PHILIPPINE PARTICIPATION IN INCREASED SUGAR REQUIREMENTS 


It appears just and historically correct now to request the establish- 
ment of the position of the Philippines as a participant with other 
areas in any increase in United States sugar consumption. 

The Philippine sugar industry emerged from World War II com- 
pletely paralyzed with most of the factories destroyed and the farms 
laid waste and abandoned. 

As this committee probably knows, there were about 50,000 Japanese 
engaged in various types of industry in the Philippines before the 
war, primarily in abaca, shipping, and mining. These Japanese 
had the Philippine industry, as it turned out, very well pinpointed for 
the subsequent invasion. 
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At this point I would like to give you a picture of what actually 
Tess immediately upon the landing of the Japanese Imperial] 

rmy. 

As I stated, they were well informed with respect to Philippine in- 
dustry, and they lost no time in dispatching flying battalions, squad- 
rons, and companies to strategic industrial sites, especially the sugar 
centrals. 

In the interim General MacArthur and the United States Armed 
Forces, Far East, had well-laid plans for the destruction of the cen- 
trals and particularly the equipment contained therein, 

In most instances they were successful. Others, through the con- 
fusion of the time, prevented the job from being completed. 

Finally the Japs, through a system of cannibalizing equipment from 
other sources, were able to patch up some of the machinery and started 
to distill alcohol for the Japanese war machine. 

Again, as you know, most large centrals have complete machine 
shops that were utilized by the Japs, where practical, to repair their 
airplane engines, machines of all types, and other equipment. 

All of this made what was left of the sugar centrals key military 
targets, not only for the returning Americans, but for the guerrillas 
which had formed and led many a successful raid. 

These procedures were not limited to the sugar industry, and its 
facilities. For example, the Japs moved the machinery out of the 
gold mines to the copper and chrome mines, where they continued to 
produce strategic metal, sinews of war. So that in the last analysis, 
the sugar central, insofar as the war was concerned, got it three times, 
once when the Japs came in, second through the raids by the guerrillas, 
and finally they were leveled by the American bombers on our return. 
Thus their destruction was complete. 

The CuatrmMan. May I interrupt you a moment? How long will 
it take you to conclude? 

Mr. O’Donnety. About 5 minutes. 

The CHarrman. We have a rolleall going on in the House right 
now. If you can concude in 5 minutes, you may proceed. 

Mr. O’DonneLu. Recovery and rehabilitation of the industry was 
handicapped by the universal shortages of machinery and equipment. 
Sugar plantations had to be reconditioned for resumption of sugar 
production but, due to the lack of caneseeds, shortage of work animals, 
agricultural implements and supplies, the area under cultivation could 
only be increased qretenty: Jonsequently despite the efforts and 
sacrifices of both planters and mill owners and the generous assist- 
ance of the United States and Philippine Governments, it took the 
industry eight years to completely recover its prewar status. In the 
13-year period, 1941-53, the Philippines could only ship to the United 
States 4,433,501 short tons out of its total quota of 12,376,000 short tons, 
thus giving up as deficits a total of 7,952,499 short tons. 

These deficits totaling nearly 8 million short tons, valued at approx- 
imately a billion dollars, were filled by foreign suppliers, principally 
Cuba, which thereby benefited by the faiure of the Philippines as a 
result of the war. The United States Government collected approxi- 
mately $100 million in customs duties on these Philippine deficits 
supplied by Cuba and other foreign countries. It would, therefore, be 
fair that now that it has recovered its prewar status the Philippines 
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should be allowed to participate with these areas in any increase in 
United States consumption. 

Any such increase accorded the Philippines will neither pewecins 
the present quota of any of these foreign areas, nor affect the quotas 
of the domestic areas, since the Philippines ‘will only receive its 
proportionate share of any improvement in the United States sugar 
consumption. 

In the light of the facts I have stated, it would seem fair and just 
that the Philippines be allotted a share (15.41 percent) of any increase 
in quotas due to increased sugar consumption in the United States. 

The Philippine sugar industry today is the streamlined version of 
the prewar operation with the consolidation of the 46 sugar factories 
operating before the war into 25 mills operating today on the same 

capacity, but on less acreage. 

Under favorable climatic and other factors, the industry has a pro- 
ductive capacity of 1,600,000 short tons. After providing for the 
quotas in the United States of 952 ,000 short tons and in the world’s free 
market of 27,550 short tons as well as for the local consumption and 
reserves, there remains approximately 300,000 tons which represents 
a reasonable margin for the industry to achieve in bringing about 
internal improvements in the industry by increasing its unit yields 
through application of fertilizers, utilization of better cane varieties, 
and the adoption of more scientific methods of cultivation. 

It is to be noted that sugar yields in the Philippines are only half 
those in Java, Cuba, and Hawaii. 

The Cuarrman. I am sorry, but we have to adjourn. We will miss 
the rollcall if we do not stop now. 

Mr. O’Donne tt. May I continue when you come back, Mr. Chair- 
man ¢ 

The Cuamman. Yes. Would you insert the remainder of your 
statement in the record—or do you want to finish reading it? 

Mr. O’Donnet. I would like to read it if I may, sir. 

The Carman. Come back at 2:30, then. We will stand ad- 
journed now until 2:30. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 
at 2: 30 p. m., of the same day.) 


AFTERNOON SESSION 


The Cuarrman. The hearing will please be in order. 
Mr. O’Donnell, will you now resume? 


STATEMENT OF JOHN 0. O’DONNELL, PHILIPPINE SUGAR 
ASSOCIATION—Resumed 


Mr. O’Donneti. Mr. Chairman, I will only be a few minutes, sir. 
I hope that the committee will give me some credit for the time that 
I spent on tobacco. 

The Cuamman. Yes, sir; I will give you full credit for that. I 
am sure that the Secretary and all of the rest 6f us will. 

Mr. O’Donnetx. At the close of the hearing this morning, Mr. 
Chairman, we brought the Philippine sugar industry through the 
phases of the postwar years in the struggle to get back into produc- 
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tion, together with the sacrifices the industry made with respect to 
the transfer of the quota system, plus the sacrifice of 8 million tons 
that was supplied during the 13 years in which the Philippines was 
out of the production, principally by Cuba. 

We explained the difficulties the Philippines was in with respect 
to its unfavorable trade balances. That brought us up to the recess. 

Next is to recall our close economic ties of the Philippines with the 
United States. 

Further, please bear in mind that the Philippines have always had 
close economic ties with our country. They are the ninth best market 
for American exports. Seventy to eighty percent of their imports 
come from us. In 1953 we sold them $351.2 million of our products. 

Another large supplier which has a quota of 200 percent more than 
we have bought only 20 percent more than the Philippines. And at a 
time when this supplier was prosperous, and the Philippines were still 
being rehabilitated. 

The dollars which our people spend in purchasing Philippine sugar 
and other products come right back to us in the form of purchases of 
American products which the Philippines so badly need for reconstruc- 
tion and rehabilitation. 

The Philippines are the first or second best foreign market for a 
large nimber of American products, among them cotton manufac- 
tures, cigarettes, dairy products, wheat flour, galvanized steel sheets, 
rubber and manufactures, fertilizer materials, toilet preparations, 
soaps, educational textbooks, and dozens of other products. 

They are also a big buyer of iron and steel products, mineral oil, 
automobiles and parts, electrical machinery, paper, chemicals, drugs, 
leather and manufacturers thereof, silk and rayon manufactures, 
fruits and other products. 

I am sure that the vendors of all of these products affect the status of 
everybody here today. 

The strengthening of our trade ties with the Philippines would 
be advantageous to both countries. In particular, it would aid the 
Philippines in bolstering her economy thus insuring a still higher 
standard of living for the people. This accomplishment, of course, 
would have far-reaching effects on the entire situation in the Pacific 
and in the Far East. I repeat that the Philippines present the 
showcase of democracy in that area, and that other countries of 
that region are closely watching the Philippines and everything that 
happens there. 

#t me mention just a few more items in the structure of our con- 
necting bridge with the Philippines: 

Under our mutual-defense pact with the Philippines, we have estab- 
lished important military, naval, and aerial bases in their country. 

Under our agreement with them our investments are guaranteed 
the same protection and privileges as those of their own nationals. 

Under the dynamic londensidan of President Magsaysay, the Philip- 


pines are undergoing a program of development and strengthening 
their economy, so that they may better cope with the threat of com- 
munism. 

The Philippine sugar industry is the first major industry of the 
country to fully recover from the effects of the war and is in a posi- 
tion to contribute toward increased employment and improvement in 
her trade balances, 
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Despite the many difficult problems that beset the sugar industry, 
the industry is contributing its full share toward the support: of the 
national economic structure. Resulting advantages in the Philippines 
are shared by the United States. 

The Republic of the Philippines, friend, ally, and major purchaser 
of United States products, respectfully and earnestly asks that under 
any new sugar legislation, she be allowed to share in increases in 
quotas due to increase of United States consumption above present 
levels. The Philippines is not asking an increase in her basic quota. 
She only requests the reestablishment of the principle of proportion- 
ate sharing established in the original sugar-quota system, so that she 
may be given the same right enjoyed by all domestic and foreign 
areas to tee proportionately in increases in quota due to in- 
crease in United States consumption. 

Such action would be in harmony with the unique economic relation- 
ship with the Philippines which our country established and a recog- 
nition of the loss to this courageous country due to the war of some 
: million tons which might have otherwise been exported to the United 

tates. 

Finally, it is another manifestation of the interest of the United 
States in the development of the Philippines which is a major bulwark 
against the expansion of Asiatic communism. 

Mr. Chairman, since I prepared my statement which I have com- 
pleted, I have had the opportunity to hear the testimony of the Hon- 
orable Henry Holland, Assistant Secretary of State for Inter-Ameri- 
can Affairs. 

On page 2 of his testimony he stated: 

To change the legislation to take effect before January 1, 1956, would mean 
a worsening of the position of foreign producers in this market with regard 


to sugar they have already produced in the expectation of selling it here in 
accordance with legislation which still has more than 1% years to run. 


Then on page 5, Mr. Holland said: 


The Department does not recommend an increase in quota for the Philippines 
at this time. 

We see consistency in these two statements. 

He then goes on to say that: 

The Department believes as indicated in the report on H. R. 5406 that con- 
sideration should be given to allowing the Philippines to share in increased con- 
sumption when sugar legislation is next amended, and after sugar for the Philip- 
pines begins to pay a tariff. 

There seems to be some doubt as to whether the phrase “next 
amended” refers to the amendments now being considered or those 
after 1962. 

As to the phrase, “after sugar from the Philippines begins to pay 
tariff” it should be noted that they begin to pay tariff at the end of this 
year. The equity of the Philippines to share in the increased consump- 
tion being thus recognized, it would seem unreasonable and unjust that 
this equity should be withheld from them just at the time when they 
need it most. It is now that the Philippines need to sell more sugar to 
this country when she is piling up such a large trade deficit every year, 
and where there is so rig unemployment. 

And in normal times, as I have already stated, the Philippines 
always had a favorable trade balance and it is reasonable to assume 
that in time they will recover that healthy balance of trade, but at 





380 AMENDMENTS TO SUGAR ACT OF 1948 


present her trade deficit and the onerous currency and import restric- 
tions she has had to impose is working great handahia, not only on the 
Filipinos, but also on producers of some American products. 

Mr. Chirman and members of the committee, it is unthinkable to us 
that when this committee sits down to make its final determination as 
to the share the various foreign suppliers will receive in the excess con- 
sumption in the United States that all will participate with the excep- 
tion of the Republic of the Philippines, who need it most, because her 
seas was so badly shattered in support of the United States in the 

ast war. 

The record of the United States Congress has always been one of 
friendly concern and interest in the success of the Philippines, the only 
Christian country in that part of the world, and a bastion of democracy 
in that area where one-half of humanity lives. 

Let us not forget that of all of the foreign supplies of sugar the 
Philippines paid most dearly in lives and property in the cause of 
freedom. And who of these nations is facing the most serious prob- 
lem of communism as well as coping with major problems of unem- 
ployment and inflation ; who did so much to prevent the Asian-A frican 
Conference at Bandung from becoming purely a Communist show. 

Is this the country that is to be singled out for exclusion from par- 
ticipation in increased quotas ? 

Gentlemen, I submit the answer lies with you. 

Thank you very much. 

(Supplemental statement by John A. O’Donnell, counsel, Philip- 
pine Sugar Association :) 


Is THis PosstsLE? 


At the hearings on the bill to amend the Sugar Act of 1948, Mr. Henry F., 
Holland, Assistant Secretary of State for Inter-American Affairs, explained be- 
fore the committee the position of his Department and as regards the Philippines, 
he said the following: “The Department does not recommend an increase in the 
Philippine quota at this time. The Department believes, however, that consider- 
ation should be given to allowing the Philippines a share in increased consump- 
tion when sugar legislation is next amended and after sugar from the Philippines 
begins to pay a tariff.” The Filipinos were at first gratified with the statement. 
They were not surprised at the first part of this statement that said that “the 
Department does not recommend an increase in the Philippine quota at this 
time” in view of the observation of the Department that the act should not be 
amended so as to take effect during next year. Sugar from the Philippines begins 
to pay a tariff next year, and the phrase “when sugar legislation is next amended,” 
was interpreted to mean the legislation under consideration. 

It now turns out that what Mr. Holland meant is when the legislation is 
amended after the present amendments, which are intended to be in effect for 
6 years. In other words, the Department would permit the domestic producers 
and the so-called full-duty countries—Santo Domingo, Haiti, Mexico, Peru—all 
eountries supplying the United States, to share in increased quotas due to 
increased sugar consumption, with the solitary exception of the Philippines. 

Is it possible that of all the countries supplying the American sugar market, the 
only one to be excluded from the benefits of increased quotas is the Philippines 
who, among these foreign suppliers, is the country that needs it most because it 
has the gravest problem of trade deficits, unemployment, and inflation as a conse- 
quence of her loyalty to America in the last war? 

Is it possible that the only country to be excluded in this country who, among 
these foreign suppliers, paid most dearly in lives and property for their loyalty 
to the cause of freedom, who continued to shed blood for this cause in Korea, and 
whose representative acted so effectively to prevent the Asian-African conference 
in Bandung from ecoming a communist and anti-American organization which 
would have lined up the peoples of these two great continents against America 
and the free world? 
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Is it possible that this country which, among the foreign suppliers, has the 
most serious problem of communism, aggravated by unemployment and inflation, 
should precisely be the country singled out for exclusion from the benefits of 
increased American quotas? 

Is it possible that this country that notwithstanding its still shattered economy, 
buys only 25 percent less in the American market than another supplier that 
has 200 percen more sugar quota—lIs it possible that the United States should 
want this country with its great potential market of 20 million progressive people 
to delay its economic recovery ? 

Is it possible that this country that was prevented, because of the war and 
the resulting destruction of her industries, from selling 8 million tons of sugar 
worth a billion dollars on which the United States collected duties from the 
substitute suppliers of $100 million, should be further punished by excluding 
her from the benefits of increased quotas in the United States sugar market? 

Is it possible that this country where we have valuable military, naval and 
aerial bases and is only a few hundred miles from the coast of Communist 
China, this country that gives our investments the same rights and protection 
aus those of her own nationals, should be singled out for exclusion from the 
benefits of increased American sugar quotas? 

When the Department sent the Assistant Secretary of State for Inter-American 
Affairs as its spokesman on the proposed legislation, the Philippine case may 
be said to have had two strikes on it. We have the highest respect for As- 
sistant Secretary Holland, but he is daily exposed to the pleadings and pres- 
sures of the representatives of the countries with which his division has to 
deal, and has little contact with the representatives of the Philippines. The 
importance of the legislation now before Congress transcends the mere value 
of so many tons of sugar. We pray the American Government and the American 
Congress to pause and reconsider the implications of the proposed exclusion of 
the Philippines from the benefits of the amendments to the Sugar Act. The 
Filipinos and particularly Asia and the world at large are watching how America 
deals with her tried allies and friends. 


The Cuarrman. We thank you very much, Mr. O’Donnell for your 
statement. Are there any questions? If not, I ask unanimous con- 
sent to insert at this point in the record a statement by Mr. Arthur W. 
Buttenheim and one from Mr. George L. Bell. 

(The prepared statements of Mr. Arthur W. Buttenheim and Mr. 
George L. Bell are as follows: ) 


STATEMENT ON H. R. 5406 ror FREDERICK SNARE Corp., BY ARTHUR W. BUTTENHEIM 


My name is Arthur W. Buttenheim. I am a citizen of the United States of 
America, and the chairman of the board of Frederick Snare Corp., 233 Broadway, 
New York, N. Y. The Frederick Snare Corp. is a corporation of the State of 
New York, its principal business being construction of all types, including water- 
front structures, industrial buildings, power developments, water supply systems, 
etc. It has operated continuously in Cuba since 1902, and has a branch office in 
Habana, Cuba, as well as in many other nations of Latin America. 

We are appearing in opposition to bill H. R. 5406, which if enacted into law 
would reduce the quantity of Cuban sugar presently shipped to the United States. 
I am informed that the reduction in shipments of Cuban sugar which would 
result from the passage of this bill is now estimated at approximately 188,000 
tons. This figure is approximate only, but as the intent of the bill is to reduce 
Cuba’s sugar allotment by a considerable tonnage, the Frederick Snare Corp. 
wishes to point out to your committee the reasons why we feel that any reduction 
in the allotment covered by existing legislation would have a serious effect on 
Cuban economy and would of necessity adversely affect American manufacturers 
who depend on Cuba for a considerable portion of their exports and on the 
numerous American companies who operate in Cuba. 

During the 53 years that we have been established in Cuba, we have seen the 
country grow and prosper and, more important still from the United States 
viewpoint, Cuba has been a friendly nation that prefers to do its buying of 
foreign goods from the United States. We can certify that in all the years we 
have been doing business in Cuba, practically all of the imported construction 
materials and equipment used on contracts awarded to us have come from the 
United States of America. To give a concrete example of what this has meant 
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to United States manufacturers, I have endeavored to get together in the short 
time available to me, a record of the shipments to Cuba of American materials 
and equipment for contracts awarded to us during the past 5 years. As in some 
cases we have purchased the materials and equipment and in other cases they 
were furnished by the owners and simply erected by us, it has been difficult to 
present accurate figures, but a conservative estimate is that these materials and 
this equipment, including freight and services, have a delivered value in Cuba 
of $40 million. I would like to repeat that this figure represents only our cor- 
poration’s operations. Total United States exports to Cuba during 1953 amounted 
to some $426,500,000. Cuba is therefore the sixth largest purchaser of United 
States products. 

Others who have testified before your committee have no doubt given you 
more detailed figures as to the total imports and exports between the United 
States and Cuba, and I will not take up your valuable time by duplicating testi- 
mony which is so readily available to you from the Department of Commerce 
or other similar sources. 

Like all other United States companies doing business in Latin America, we 
are confronted with more and more competition from European and other 
foreign sources, and we would like to emphasize in the strongest way possible 
that the good relations which have always existed between Cuba and the United 
States have been possible only because the United States has been friendly 
to Cuba, and Cuba has been friendly to the United States. However, there is 
at the present time a great deal of unemployment in Cuba. From several 
sources which I believe are quite accurate, I am told that for approximately 8 
months of each year about 40 percent of the employable people of Cuba are un- 
employed. This, in spite of the great effort the Government is making to at- 
tract new industries and the strenuous effort that is being made to solve the 
unemployment problem. Cuba’s principal source of employment, as well as her 
chief export, is sugar. Cuba had a large carryover of sugar from the last crop, 
and further curtailment of shipments to the United States at this time would 
certainly result in increased unemployment just at the time when the United 
States is very prosperous and has little unemployment. It is, of course, well 
known to your committee that on numerous occasions in the past, and particu- 
larly during World War I and World War II, we were almost entirely depend- 
ent on Cuba as our source of supply for sugar. Cuba was encouraged to expand 
its sugar industry so as to take care of our needs. The population of Cuba is in- 
creasing rapidly, and unless employment can be found for a large number of 
people who are in need of work, a serious situation might well develop. This 
country has always been predominantly agricultural and, with a soil and cli- 
mate ideally suited for the cultivation of sugarcane, it would hardly be possible 
to shift to manufacturing or other industries without serious dislocations, and 
an adverse effect on our export trade. 

Cuba is asking no grants or loans to relieve her unemployment, but does ask 
that we treat her fairly and give her a chance to earn the foreign exchange 
which she must have available to buy the goods she does not produce. This is 
essential if she is to continue to be one of our chief export markets. 

We all firmly believe that a strong, vigorous export trade is essential to our 
country’s prosperity. The goods which we are shipping to Cuba originate in 
all parts of the Nation, and provide employment for people in almost every 
trade and profession. Our corporation and many other United States com- 
panies who are doing business in Cuba would be adversely affected by any cur- 
tailment of the size of the sugar crop. A prosperous Cuba will continue to grow 
and require more and more United States goods and services. Trade is a two- 
way street, and roadblocks must be avoided. 

Others have no doubt pointed out to you that curtailment of imports from 
Cuba will result in a loss of customs revenue and, therefore, increase the amount 
which the United States taxpayer must provide for the running of our 
Government. 

“Trade not aid” has been a slogan of great appeal to our citizens, and I think 
it is self-evident that if Congress by its action brings about serious unemploy- 
ment in Cuba, it may well result in requests for aid from a country that is ready 
and able to stand on its own feet and requires only an opportunity to sell us 
sugar at a cost far less than we can produce it ourselves. 

In closing, I would like to point out that if we in the United States are to be 
consistent in our search for a means by which world tensions can be reduced, 
we must not fail to treat our close friends and loyal allies fairly. It is my sin- 
cere feeling that Cuba, who has always been loyal to the United States, and 
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looked upon us as a good friend, should not be asked to surrender a market 
which it has developed with so much labor over the years and which under ex- 
isting legislation she has a right to believe hers under the quota as provided for 
in the existing law. 

Mr. Chairman and members of the Committee on Agriculture, you have it in 
your power to do justice to a friendly nation, which is so close to the United 
States of America that what hurts Cuba hurts our people. 

You can safeguard our markets, save our taxpayers from a loss of customs 
revenue, and at the same time help to maintain a source of sugar which is a 
natural one, and may at any time be badly needed. 

You can help our manufacturers and thereby create more employment, as well 
as prevent our losing customers who will turn to foreign sources if we do not 
buy from Cuba to the extent that Cuba buys from us. 

I greatly appreciate the opportunity of appearing before your committee, and 
trust you will oppose the enactment of H. R. 5406. 


STATEMENT oF GreorRGE L. Bett, ExecUurIVE Vick CHAIRMAN, COMMITTEE FOR A 
NATIONAL TRADE Po.Licy, IN Opposition To H. R. 5406, a Brrt To AMEND THE 
SuGAR Act or 1948 


Mr. Chairman, I appreciate the opportunity to present the views of the Com- 
mittee for a National Trade Policy on H. R. 5406. The Committee for a Na- 
tional Trade Policy is an organization supported by about 1,000 individuals and 
companies representing, principally, business leaders from practically every 
segment of American industry and commerce. Our sole interest is in educating 
the American community, particularly the business community, to the need 
for a stable foreign-trade policy, in the national interest. 

It is our firm conviction that such a trade policy should be one that works 
for the progressive reduction of barriers to the expansion of the flow of inter- 
national trade. I am submitting to your committee a list of the names of the 
officers and directors of the Committee for a National Trade Policy. We also 
have a board of advisers made up of representatives of major national organiza- 
tions, such as labor, agriculture, industry, and consumer groups. The list of 
names of the members of the advisory board are also being given to you. 

Our major field of interest and activity has been in the area of the President’s 
foreign-trade program as defined in his January 10, 1955, message to the Con- 
gress. This covers primarily the Trade Agreements Extension Act of 1955 
(H. R. 1), the customs simplification program, and the development of a stronger 
and more effective General Agreement on Tariffs and Trade that would be 
achieved through United States membership in the Organization for Trade 
Cooperation (H. R. 5550). We have also concerned ourselves with purely ad- 
ministrative problems in the field of foreign-trade policy, such as the operation 
of the Buy American Act. 

We base our opposition to H. R. 5406 on the basic and fundamental proposition 
that it is inconsistent with the overall trade policy of the United States. We 
agree with President Eisenhower's statement in his message to the Congress in 
which he said, “‘The Nation’s enlightened self-interest and sense of responsibility 
as a leader among the free nations requires a foreign economic program that 
will stimulate economic growth in the free world through encouraging oppor- 
tunities for the fuller operations of the forces of free enterprise and compet- 
itive markets.” 

Our concern with H. R. 5406 is both general and particular. In general, we 
do not regard the use of quotas as a desirable method of regulating international 
commerce. They are absolute in their effect and leave no room for the operation 
of competitive forces. American exporters have chafed in the postwar period 
under the use of quotas by other countries. The continued use of quotas, and 
indeed, the intensification of these at a time when we are seeking to effect the 
reduction in the use of quotas by other countries seems inconsistent with the 
objectives and purposes of American foreign trade policy, as embodied in Presi- 
— Eisenhower’s trade program and in passage with bipartisan support of 

. a ae 

We are aware that the overall operation of the Sugar Act, and the maintenance 
of the quota system thereunder, are not an issue in the proposed legislation before 
you. The question is whether the present Sugar Act should be amended retro- 
actively as of January 1, 1955, 2 years before it is due to expire, or at any other 
earlier date. 
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While the terms of this amendment would have the effect of increasing 
domestic quotas at the expense of our good neighbor and largest foreign supplier 
of sugar, Cuba, I do not intend to discuss here the economic implications of such 
legislation. Nor, indeed, do I regard it as appropriate for us to examine in 
detail the impact of our sugar legislation generally. I wish to emphasize the 
two considerations that are involved in H. R. 5406, with which our committee is 
concerned. First, the modification of the Sugar Act in advance of its expira- 
tion, whether that modification involves a retroactive feature as H. R. 5406 pro- 
vides, or whether it goes into effect on January 1, 1956, which I understand 
would be the terms of a compromise proposal—whatever the terms of this modi- 
fication, it would involve a violation of a commitment to Cuba. Such a change 
cannot help but have an adverse effect on our foreign relations generally. 

Secondly, this amendment would introduce an element of uncertainty and 
unpredictability in our trade policy, which is highly disadvantageous to the 
conduct of trade and would have particularly disadvantageous effects on the 
Cuban economy. I cannot emphasize enough the importance of stability, predic- 
tability, and certainty in trade policy. International trade is not a day-to-day 
affair, but like other commerce, requires decisions as to investment and pro- 
duction well in advance of actual trade itself. If the rules of the game, so to 
speak, change precipitously, the result is upsetting to the conduct of international 
trade, as well as to friendly international relations. I think it is important 
to emphasize that having defined a legislative program that is to operate for 
5 years, it would compound the harassment of international trade and the Cuban 
economy to shift gears before this legislation expires. 

We understand that cane-sugar production involves a fairly lengthy planning 
as well as a growing period for economical production, and this requires a con- 
siderable investment. To cut Cuba’s quota at this time would seriously upset 
the planning that was done in Cuba on the basis of reasonable and entirely fair 
expectations that our legislation would remain in force without modification until 
its expiration at the end of 1956. In short, our position is that this legislation 
is entirely inimical to the principles and procedures of our trade policy as estab- 
lished over the years. Further, the impact it would have on the economy of Cuba, 
and correspondingly on the economies of American industry, agriculture, and 
labor, that are interested in and affected by trade with Cuba, would be detri- 
mental. In our considered opinion, this proposed legislation is not in the 
national interest. 


COMMITTEE FOR A NATIONAL TRADE Poricy, INc. 


BOARD OF DIRECTORS 


John S. Coleman, chairman; president, Burroughs Corp., Detroit, Mich. 

William L. Batt, secretary, Philadelphia, Pa. 

George L. Bell, executive vice chairman, Committee for a National Trade Policy, 
Washington, D. C. 

Harry A. Bullis, vice chairman; chairman, General Mills, Inc., Minneapolis, 
Minn, 

John F. Fennelly, Glore Forgan & Co., Chicago, Il. 

Edward Littlejohn, Burroughs Corp., Detroit, Mich. 

John J. McCloy, chairman, the Chase National Bank, New York, N. Y. 

John A. McCone, president, Joshua Hendy Corp., San Marino, Calif. 

Charles H. Percy, vice chairman ; president, Bell & Howell Co., Chicago, Ill. 

B. E. Richmond, general manager, Richmond-Chase Co., San Jose, Calif. 

Morris 8S. Rosenthal, New York, N. Y. 

James S. Schramm, vice chairman; executive vice president, J. S. Schramm Co., 
Burlington, Iowa 

Russell G. Smith, executive vice president, Bank of America, San Francisco, 
Calif. 

Ralph I. Straus, vice chairman and treasurer; director, R. H. Macy & Co., Inc., 
New York, N. Y. 

Charles P. Taft, president, Headley, Sibbald & Taft, Cincinnati, Ohio 

Brayton Wilbur, president, Wilbur-Ellis Co., San Francisco, Calif. 

J.D. Zellerbach, president, Crown Zellerbach Corp., San Francisco, Calif. 
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BOARD OF ADVISERS 


Herbert F. Boettler, president, Bankers Association for Foreign Trade, St. Louis, 
Mo. 

Richard L. Bowditch, chairman of the board, C. H. Sprague & Son Co., Boston, 
Mass. 

1). Lamar Buckner, president, United States Junior Chamber of Commerce, 
Tulsa, Okla. 

Dean Merideth Cameron, American Association of University Women, South 
Hadley, Mass. 

Cc. Emanuel Carlson, director, Baptist Joint Commission on Public Affairs, Wash- 
ington, D. C. 

Mrs. Theodore 8S. Chapman, president, General Federation of Women’s Clubs, 
Washington, D. C. 

William L. Clayton, Houston, Tex. 

Howard 8S. Cullman, chairman, the Port of New York Authority, New York, N. Y. 

S. A. Dodge, president, Lions International, Detroit, Mich. 

Dain J. Domich, Sacramento, Calif. 

Mrs. Irving Engel, president, National Council of Jewish Women, Inc., New 
York, N. Y. 

\W. J. Gilstrap, vice president and manager, foreign department, Wells Farge 
Bank & Union Trust Co., San Francisco, Calif. 

Joseph C. Grew, Washington, D. C. 

Cordell Hull, Washington, D. C. 

Miss Helen G. Irwin, National Federation of Business and Professional Women’s 
Clubs, Des Moines, lowa 

Allan B. Kline, past president, American Farm Bureau Federation, Chicago, IU. 

Murray D. Lincoln, president, Cooperative League of the United States, Colum- 
bus, Ohio 

Stuart F. Louchheim, Philadelphia, Pa. 

A, E. Lyon, executive secretary, Railway Labor Executives’ Association, Wash- 
ington, D.C, 

Mrs. Edith W. Macy, president, YWCA national board, New York, N. Y. 

Henry J. Mahady, Latrobe, Pa. 

George Meany, president, American Federation of Labor, Washington, D. C. 

Donald M. Miller, president, National Council of American Importers, New 
York, N; Y. 

Ilerschel D. Newsom, master, the National Grange, Washington, D. C. 

James G. Patton, president, National Farmers Union, Denver, Colo. 

liverett D. Reese, president, Park National Bank, Newark, Ohio 

Walter Reuther, president, Congress of Industrial Organizations, Washington, 
D. C. 

Wayne E. Richards, Arkansas City, Kans. 

H. Christian Sonne, chairman, National Planning Association, Washington, D. C. 

Michael Straight, American Veterans Committee, Washington, D. C. 

Walter White, secretary, National Association for the Advancement of Colored 
People, New York, N. Y. 

Rufus Wilson, national commander, AMVETS, Washington, D. C. 

Mrs. James Wyker, president, United Church Women, Columbia, Mo. 


The CHarrMan. Now, we will hear from Mr. Robert H. Gleckner, 
of Warner-Lambert International. 


STATEMENT OF ROBERT H. GLECKNER, VICE PRESIDENT, 
WARNER-LAMBERT INTERNATIONAL 


Mr. Gueckner. My name is Robert Gleckner. I am vice president 
of Warner-Lambert. International, a division of Warner-Lambert 
Pharmaceutical Co. Warner-Lambert is a manufacturer of pharma- 
ceutical, cosmetic, and plastic products, doing an annual volume of 
business of over $100 million, of which over $35 million is in foreign 
sales. We have 3,700 employees in the United States who are dis- 
tributed among our plants and offices in New York, New Jersey, 
Massachusetts, Missouri, and California. 
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My company has asked me to come here to speak in opRoninn to 
H. R. 5406. I do not pretend to have any special knowledge of sugar 
legislation, but I do wish to express my conviction, and that of my 
firm, that a reduction of the Cuban sugar quota would have a strongly 
adverse effect upon sales of American products and American in- 
vestments in Cuba. 

This is a matter of serious concern to our company, because Cuba 
is one of our more important markets and we have made a substantial 
investment over many years in order to develop our business in that 
country. Our Cuban sales, which we have built up over a period of 
40 years, now amount to $1 million annually. At present we have 
about 50 employees at our Cuban office in Habana. We have recently 
started construction of a new administration building and assembly 
plant in Habana which will represent a further investment in Cuba 
of about $250,000. 

In the course of our 40 years experience in the Cuban market, we 
have noted that our Cuban sales follow directly the upswings and 
downswings of the Cuban sugar industry. In other words, when the 
sugar business is good, our Cuban business is good; when it is bad, 
our Cuban sales decline. The Cuban sugar industry is dependent 
for its prosperity on the amount of its sales to the United States. 

Based on these facts, we feel that a reduction of the Cuban sugar 

uota, as proposed in H. R. 5406, would automatically injure our 
Gahan business. Since the Cuban economy is dependent on sugar, 
Cuba must essentially pay for its purchases of our products, and of 
all other United States products, with the proceeds of its sales of 
sugar. For example, in 1953, Cuban sales of sugar to the United 
States of $431 million enabled Cuba to purchase $427 million worth 
of United States products. 

If the Cuban sugar quota is cut there will be a corresponding de- 
crease in the purchasing power of Cuban consumers. This would 
lead to a curtailment of our operations in Cuba and would also 
affect our plants and personnel in the United States. 

We believe that the detrimental effects of a cut in the Cuban sugar 
quota, as proposed in H. R. 5406, would be immediately felt not only 
by our company, but also by all United States concerns which sell 
their products or do business in Cuba. The scope and importance of 
this problem is indicated by the fact that Cuba is this country’s sixth 
most important foreign market, to which it annually exports over 
$400 million worth of products of all kinds. 

Aside from economic considerations, it is apparent that the manner 
in which the United States applies controls to Cuban sugar must 
have a direct impact on other aspects of American foreign policy. 

We are certainly sympathetic toward improving the welfare of the 
American farmer. However, we are inclined to question whether the 
proposed action in H. R. 5406 would provide material benefit to 
American farmers, spread in the areas affected, in proportion to the 
direct damage which this action would pinpoint largely on the econ- 
omy of Cuba. We believe that the material advantages for the 
American farmer which might be anticipated must be regarded as 
of much less direct a nature than would be the detriment to Cuba, 
which must depend on sugar as the basis of its livelihood rather 
than as a source of supplemental revenue. 
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In conclusion, we are in decided accord with the intent of legisla- 
tion designed to benefit the American farmer. While we realize that 
the authors of H. R. 5406 certainly had the same intent in mind, it is 
our conviction that the prejudice to other interests not only in Cuba 
but in the United States is most important to avoid. We hope that 
in the further deliberations on H. R. 5406 our comments will be given 
careful consideration. 

I wish to thank the committee for its courtesy and attention. 

The Cuarrman. Thank you very much for your statement. I am 
sure that it will be carefully considered by all members of the 
committee. 

Mr. Gueckner. Thank you, Mr. Chairman. 

The Cuairman. We will next hear from Mr. Theodore A. Platz, 


STATEMENT OF THEODORE A. PLATZ, HUNTINGTON, N. Y. 


Mr. Piatz. Mr. Chairman and members of the committee, my name 
is Theodore A. Platz, and I reside at 47 Landing Road, Huntington, 
Nw 

I have asked to appear before this committee because I am opposed 
to H. R. 5406. 

To my mind, the most important reason for opposing this bill is 
the adverse effect it would have on Cuba. Unfortunately, Cuban 
economic stability depends heavily upon sugar. One-third of that 
country’s national income is derived from sugar of which one-half is 
sold to the United States. 

And as Congressman Morano pointed out this morning, possibly 10 


to 12 percent of the Cuban population is directly employed in the 


sugar industry, which I think is a very heavy proportion of any 
country’s population to be dependent upon one industry. 

Any legislation limiting Cuba’s ability to sell sugar to this country 
will have a far greater adverse effect on Cuba than it will have a 
beneficial effect on the United States. 

A strong and friendly Cuba is necessary to our well being. One 
of the easiest ways to insure that result is to increase rather than de- 
crease importation of Cuban sugar. If our good neighbor policy is to 
be more than a gesture, we should assist rather than unsettle the eco- 
nomic stability of Cuba. The recent events in Guatemala should be 
too fresh in everyone’s mind to allow us to adopt legislation primarily 
not in the interests of the majority of the people in the United States 
which may foster conditions that could serve the interests of Commu- 
nists or other elements unfriendly toward us in Cuba. 

As you gentlemen probably well know, there are always people in 
the Latin American countries who look with suspicion upon the 
actions of their great neighbor to the north, no matter how well in- 
tentioned sometimes they may be. 

The Cuairman. There are other good neighbors in that part of the 
world who feel that they should be given some consideration by this 
Congress, too. 

Mr. Puiatz. I do not doubt that, sir. 

Mr. Poacs. Do you think we ought to continue to give them 96 
percent of all of our increase ¢ 

Mr. Puatz. Ninety-six ? ° 

Mr. Poagr. That is what we are doing now. 
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Mr. Puatrz. Well, I think that we should be sure for some time to 
come, sir, that Cuba’s share in our sugar market does not decrease as 
it has over the last 3 years. If I recall some figures that I saw re- 
cently it has gone down from about 3 million tons to 2,700,000 tons a 
year. And as I understand this legislation which is being consid- 
ered—I am not an authority on sugar—I am an exporter, but 

Mr. Poacer. I just want to know the same thing that Mr. Cooley is 
raising here, should we give Cuba a monopoly on our sugar trade or 
should we do business with several of these Latin American countries, 
all of whom are our good neighbors ¢ 

Mr. Puiatz. I would suggest that that would be a good policy to do 
business with all of the Latin American countries, Mr. Poage. 

Mr. Poaer. Then if we continue to give Cuba 96 percent of the 
increase it is perfectly obvious we can never give Mexico anything. 
They would get a quota or have had a quota of 11,000 tons as they do 
now which is practically nothing. And yet Mexico is a better market 
for American goods than Cuba. 

Do you think we ought to keep Mexico down to 11,000 tons? 

Mr. Puatz. No, sir. 

Mr. Poace. Do you think we ought to keep the Dominican Republic 
down to the vary small amount it has? 

Mr. Puiarz. No, sir. 

Mr. Poage. Then we simply cannot give Cuba 96 percent of our 
increase and give these other countries anything. 

Mr. Piatz. Maybe this legislation ought to be more carefully con- 
sidered before we take action. 

Mr. Poacer. We are considering it. We hope that those who come 
before us will have considered it before they give us an opinion on the 
matter. 

You are not the only one. Please do not get that idea. 

Mr. Puarz. I understand that. 

Mr. Poacr. A dozen people have come before us and have told us 
that they have good markets in Cuba. We recognize that. 

Do you not have as good a market in Mexico, or do you not do busi- 
ness there? 

Mr. Piarz. We have a better market in Cuba than in Mexico. 

Mr. Poacr. You are doing business in Mexico. What is it you sell? 

Mr. Piatz. We sell construction materials and plumbing supplies. 
We also sell supplies to storage-battery manufacturers. 

Mr. Poacr. Your business is better in Cuba, but somebody else is 
selling in Mexico; are they not? 

Mr. Patz. I would not be a bit surprised. 

The Cuarmman, All right, sir, go ahead with your statement. 

Mr. Pxarz. I also oppose H. R. 5406 because of business reasons. 

I am vice president of Bessemer Steel Corp. who represent as com- 
bination export managers 18 American companies, many of whom sell 
their products in Cuba. However, the views presented here are mine 
as an individual and do not purport to express an official position of 
my company or the companies we represent. 

To limit Cuba’s ability to sell sugar into our markets will limit 
the ability of those manufacturers who export to Cuba to sell their 
»Zoducts in that country: According to charts prepared by the 
Departusbst of Agriculture there has been over the years, a definite 
relationship between the value of our exports to Cuba and the ship- 
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ments of Cuban sugar to the United States. It would be interesting 
to speculate if more American workmen would be distressed by dam- 
age to the $400 million Cuban market for their products than would 
be benefited by the growth of the subsidized domestic sugar industry. 
It would also be far cheaper to buy Cuban sugar than perhaps some- 
day finding ourselves operating a “Marshall plan” for a Cuba bank- 
rupt by the loss of our markets for her principal crop. It would 
seem to me that the committee might well spend more time in studying 
these .effects of this proposed legislation before asking Congress to 
take action on H. R. 5406. 

Which brings up my final objection to H. R, 5406. It is not in the 
best interests of the American people. Why should Americans pay 
about 50 percent more for sugar than world market prices? Why 
should they be taxed for additional funds to further subsidize an 
industry whose future growth will depend upon additional subsidiza- 
tion which the American taxpayers will be called upon to pay and 
whose development will be at the expense of a friendly and loyal good 
neighbor? H. R. 5406 is not beneficial for the majority of citizens 
of this country and therefore, existing legislation should not be 
amended before its expiration date in the manner proposed by H. R. 
5406. 

In conelusion, may I say that I can understand, sir, the reason for 
subsidizing the American sugar industry. I think that it will have 
undoubtedly to be continued in the future, but could not legislation 
be postponed and the situation further studied so that both Cuba 
and these other countries have if possible a larger share of this market 
and the growth of the American industry, either limited or kept at 
about the present level? I think that would be to the advantage of 
more people than increasing the domestic sugar industry at the ex- 
pense of our foreign friends. 

The Cuatrman. Thank you very much, 

Mr. Puarz. Thank you. 

The Cuarrman. Mr. Hill of Colorado wishes to ask you a question. 

Mr. Hiu.. Have you heard the testimony that has been given here? 

Mr. Piarz. I have heard some of it this morning, sir. That is all. 

Mr. Hux. Did you hear the former Secretary of the Interior’s 
testimony ? 

Mr. Piatz. No, sir, I did not. 

Mr. Hix. Did you hear Mr. Kemp’s testimony ? 

Mr. Puiarz. I did not, sir. 

Mr. Hitt. Both of those men are wrong, if you are correct. 

Mr. Piatrz. Such things could happen. 

Mr. Hitz. That is not a laughing matter—it is a serious proposi- 
tion to us, because you have not said definitely how you want to take 
care of the increased consumption of sugar that we are going to have 
in this country. 

Mr. Poage asked the question of the former witness. Are you stat- 
ing here to us just because you have a little business that you want 
to promote that the American producers of sugar cane and sugar beets 
should not have the benefit of any increase over and above what we 
are giving Cuba now? For instance, let us say, just to use round fig- 
ures, that it was 7 million tons that we were using—that was our usual 
consumption and then we find in 3 to 5 years that we have increased 
it 1 million tons, now it is up to 8 million. Are you here before us 
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maintaining that the increase in the consumption in the United States 
of sugar, the difference between 7 million and 8 million, should go to 
Cuba just like it has? 

That act runs out next year, do not forget that. 

Mr. Puarz. I would not say so. 

Mr. Hitz. What would you say about that increase? 

Mr. Puatz. I would this; that if, as I am quite sure it will, our sugar 
consumption will increase—— 

Mr. Hix. You are talking about the United States? 

Mr. Puiatz. The United States. 

Mr. Hixzi. Who should have it? 

Mr. Piatz. I would say that that should be shared between the 
domestic sugar growers and the foreign sugar people. 

Mr. Huu. On what basis percentagewise—that is what we are talk- 
ing about? 

r. Puatz. I would like to see the foreign percentage increased 
over the present level. That is all that I can say. 

Mr. Hix. It is 96 percent now. 

Mr. Puatz. It is not. It has gone down in Cuba in the last 3 or 4 
years. It has gone down from 3 million tons to 2,700,000 tons. 

Mr. Him. You are talking about the production. That is the pro- 
duction in Cuba. I am talking about this percentage. It has not 
gone down. It still is 96 percent. 

I just want to say that when Mr. Kemp testified and when Mr. 
Chapman testified they both said that this bill—and I agree, too, that 
it does not reduce the volume of the sugar, that Cuba could sell to the 
United States one single pound—it keeps it right on the same basis 
that it is on. 

The CuarrMan. Either they did not know what they were talking 
about or this man does. 

Mr. Hitz. The two did not agree. That is what they said. That 
is, what Mr. Kemp and Mr. Chapman said. We are talking about 
the increase now. 

Our trouble is we are not talking about the same thing. I am talk- 
ing about the increase of consumption in the United States and who 
should get it. 

The Cuarrman. If we do not change the law, Cuba gets the 96 
percent. 

Mr. Hitz. He would like to have that increased. 

The Cuatrman. No, you are not asking for that to be increased, are 
you? You are a better representative of Cuba than these others are, 
then. 

Mr. Hitz. You could do worse than represent Cuba, for instance, 
you could represent Russia. 

The Cuarrman. Thank you very much, sir. 

Mr. Puatz. Thank you. 

The Cuarrman. We have a rollcall in the House and it is necessary 
for us to go over and vote. We will take a 20-minute recess and 
return. 

(Thereupon, a 20-minute recess was taken.) 

The Cuarrman. The committee will be in order, please. 

We will next hear from Mr. Clifton Waller Barrett, president of 
the Cuban Chamber of Commerce in the United States. 
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STATEMENT OF CLIFTON WALLER BARRETT, PRESIDENT, CUBAN 
CHAMBER OF COMMERCE IN THE UNITED STATES, NEW YORK 


Mr. Barrerr. Mr. Chairman and members of the committee, I want 
to express my thanks for the opportunity to be here today on this 
important matter. 

My name is Clifton Waller Barrett, citizen of the United States, 
resident of New York. I have been president of the Cuban Chamber 
of Commerce in the United States for four terms and I am now vice 
president and member of the executive committee of that organization. 
The Cuban Chamber of Commerce includes in its membership about 
companies actively engaged in trade between Cuba and the United 

tates. 

I have been closely identified with Cuban-American trade for over 
34 years and have had every opportunity to observe the blighting 
effects on the economies of Cuba and the United States and the de- 
terioration of the friendly relations between the sister republics when- 
ever unwise and harmful legislation has been enacted. 

I think I can speak for practically every member of the Cuban 
Chamber of Commerce when I respectfully say to the committee that 
in our opinion any reduction in the Cuban sugar import quota into 
the United States would cause considerable economic distress in Cuba, 
would, on balance, result in a loss to this country very much greater 
than any possible gain and would have a most unfortunate effect on 
the friendly relation with our good neighbors to the south which we 
have so wisely and properly cultivated for many years. 

In support of these statements I should like to say—firstly, that one 
cannot emphasize too greatly the economic distress that would be 
caused in Cuba by a reduction in their United States import sugar 
quota. A lowering of the standard of living and increased unemploy- 
ment are only two of the evil consequences that would ensue. Our 
country would be in the uncomfortable position of watching at the 
closest range a serious deterioration in the well-being of a sister re- 
public and firm friend which would result in fertile ground for Com- 
munist infiltration. 

Secondly, the outright financial and economic gains accruing to 
this Nation from ill-judged legislation of this character would in our 
opinion be greatly exceeded by the financial and economic loss result- 
ing therefrom. The gain would be limited to a relatively small num- 
ber of stockholders, farmers, and agricultural laborers engaged in the 
already heavily subsidized and admittedly uneconomic beet sugar in- 
dustry and to a smaller extent the mainland cane industry concen- 
trated in Louisiana and Florida. Of these two States Florida has 
already given statistical proof that the loss occasioned by the Cuban 
reduction would be several times as great as the benefit received. 
Other losses to the United States can be summarized as follows: 

1. Since the war, Cuba has become an increasingly important mar- 
ket for United States agricultural products. The proceeds from the 
sale of her sugar have been used in considerable measure for large 
purchases of wheat and wheat flour, cotton and cotton textiles, rice, 
and pork products. A reduction in Cuban buying of these products, 
all in the surplus category in the United States, would inevitably fol- 
low a lowering of the Cuban sugar quota with consequent injury to 
United States farmers in almost every area of the Nation. 
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2. Cuba’s importance as a market for United States manufactured 
goods has been dramatically shown by the recent survey which dis- 
closed that 18,000 United States manufacturers and exporters located 
in more than 1,800 cities and towns in 47 States are participating in 
the Cuban trade. The loss to businessmen, administrative personnel, 
and highly paid skilled labor would be serious. 

3. United States service companies such as banks, insurance, and 
transportation organizations would suffer by the drying up of exports 
to Cuba. Likewise terminal and warehouse companies and maritime 
labor would be injured and United States ports would suffer. 

4. Both this administration and the previous one have urged the 
importance of increasing our capital investments in Latin America. 
The Congress has enacted legislation to encourage this investment. It 
would now be manifestly unfair and inconsistent to enact measures so 
harmful to the large number of United States citizens who have made 
substantial capital investments in Cuba. 

Thirdly, the obviously disastrous effect that this proposed measure 
would have on our friendly relations with Cuba and indeed all of the 
Latin American, Republics should alone counsel the greatest. caution. 
As Director of Sugar Transportation for the War Shipping Adminis- 
tration during the late conflict I had unusual opportunities to observe 
the tremendous benefits we derived from our national policy of firm 
friendship with the Cuban nation so near our shores. 

Had we not wisely nurtured this friendship, the island might easily 
have become a hotbed of conspiracy and a springboard for enemy 
action threatening the lifeline of the Caribbean Sea route, the indis- 
pensable Venezuelan oil production, and the Panama Canal. We 
would have been deprived of invaluable sources of food and strategic 
materials and also of a solid rampart of the highest military im- 
portance. 

Today, the passage of a measure of the type under discussion will 
measurably weaken the influence of those in Cuba who have waged a 
winning fight against the inroads of Communist propaganda and sub- 
versive activities. For this reason and the ones stated above, we re- 
spectfully submit that the true and vital interests of this Nation would 
be greatly harmed by any legislation reducing the Cuban import 
sugar quota. 

The Cuarrman. Thank you very much for your well-prepared state- 
ment. We are very glad to have it. 

Mr. Barretrr. Thank you. 

The Cuarrman. We will next hear from Mr. Frederick E. Hasler, 
representing the Haitian American Association, Inc., of New York. 

We will be glad to hear from you now, Mr. Hasler. 


STATEMENT OF FREDERICK E. HASLER, REPRESENTING THE 
HAITIAN AMERICAN ASSOCIATION, INC., NEW YORK 


Mr. Haster. The Haitian American Association, of which I am 
president, requests a substantial increase in the quota assigned to the 
Republic of Haiti for the shipment of sugar to the United States. This 
request for an increase in the Haitian quota is based squarely upon the 
policy of equality, fair play, and identical treatment of each of the 20 
other Republics of the Western Hemisphere, as repeatedly proclaimed 
by the United States at every conference of the Organization of Ameri- 
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can States, and by high officials of the United States Government on all 
appropriate occasions. It is unnecessary to stress the importance of 
the alerts of the Western Hemisphere, and just and equal treat- 
ment of every Republic of the Western Hemisphere must certainly be 
the basis of such solidarity. 

According to a recent newspaper article, quoting a press dispatch 
from New Orleans, the average per capita cash income of the popula- 
tion of the Republic of Haiti is $40 a year. Cash is obviously a scarce 
commodity in Haiti. A great deal of the sugar produced in Haiti is 
from cane cultivated on small pieces of land by peasant farmers with 
large families. During the harvesting season just completed, the mill 
owned by the Haitian American Sugar Co., of which 1 am chairman, 
purchased 312,000 tons of cane from approximately 9,000 independent 
growers, in addition to its administration cane. In no other country 
in the sugar-producing world are the proceeds of the sugar crop so 
widely distributed, to the direct and immediate cash benefit of so many 
who need it so desperately. I might add that this money represents 
the total cash income for the entire year for these farmers. 

Nevertheless, we do not ask for any favor, we do not seek for the 
Republic of Haiti any advantage or preferential treatment; we merely 
ask for equal treatment, based upon the principles of equal treatment 
for rich and poor, fair play and impartial justice, upon which our 
entire ethical, legal, and moral codes are founded. Haiti is no beggar ; 
the Republic does not seek charity, nor dole, nor indeed any assistance 
without adequate return. Charity, the dole, favors unearned, and with 
no quid Ee quo, tend to destroy the self-respect of a nation, as they do 
of an individual. : 

That the annual quota previously assigned to the Republic of Haiti 
has been woefully inadequate, as compared with the quotas assigned 
to the other sugar-producing Republics, in whatever manner com- 
puted—whether upon percentage of total sugar consumed in the United 
States, or imported by the United States, or upon percentage of the 
total sugar crop of the Republic, or with relation to the population of 
the Republic (which I might well add is over 314 million people)— 
cannot be gainsaid. For instance, the quotas allotted to Haiti during 
the last 3 years have been as follows: . 
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It seems unnecessary to add that these quotas have been filled; they 
could have been filled many times over. 

It is my purpose carefully to avoid lengthy columns of figures and 
elaborate statistical tables as far as possible, but I would like to quote 
one short sentence from a letter which we recently received from an 
Assistant Secretary of State: 

We, too, are mindful that economic considerations are the firmest of founda- 
tions for lasting friendships among nations. 

657045526 
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The relative importance of the Republic of Haiti as a customer of 
the United States is clearly shown by the following figures for the 
6 fiscal years ending September 30, 1952. 

The fiscal year of the Republic runs from October 1 of each calendar 
year to September 30 of the next. The figures are expressed in United 
States dollars. 
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I might add that the currency of Haiti is tied to the American 
dollar, 1 of 2 countries in the world in that position. 

The following figures, and the respective percentages of total 
Haitian imports and exports represented by their trade with the United 
States for the fiscal year 1951-52, may be regarded as representative 
and are certainly significant : 

1951-52: 
Total Haitian imports 
Imports from the United States 
Percent from the United States 
Total Haitian exports_ 
Exports to the United States 
Percent to the United States 

In view of these figures, is it not reasonable to request an enlarge- 
ment of the avenue for sales of Haitian products to the United States? 
Of Haiti’s total imports, approximately 70 percent are from the 
United States. Of its total exports, the United States buys only 
about 58 percent. As a step toward the mere balancing of the scales 
of justice, an increase in the quota for shipments of Haitian sugar to 
the United States would seem to be an appropriate, albeit tardy, 
recognition of the facts and figures. 

Our manufacturers have made and are making a great deal of money 
by selling their products to the peoples of the other Republics of this 
hemisphere, thus helping to maintain in this country the highest 
average scale of living ever attained in the history of mankind; it 
is obvious that they cannot continue to do so, indefinitely, unless we 
give or lend dollars to these peoples, or preferably, unless we purchase 
their staple products from them, at prices adequate to enable them 
to continue their purchases from us. 

All of our major manufacturers, who normally export any con- 
siderable percentage of their production, are painfully aware of the 
inroads which have been made upon their export markets and increas- 
ingly so, by the European countries. One defense against these in- 
roads, a strong defense and a logical one, is to increase our purchases 
from the other Republics of the Western Hemisphere with dollars, 
in order that they may at least continue their present volume of pur- 
chases from our manufacturers—and by manufacturers I include all 
employees to whom permanence of their jobs means everything. 
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I realize, gentlemen, with what a difficult problem you are faced; 
at the same time, it is my earnest hope that some way may be found 
whereby the present annual quota allotted to the Republic of Haiti 
may be increased to a more equitable tonnage. 

n closing, I would like to say, Mr. Chairman, I have heard several 
references today to communism in Cuba. 

First of all, I am the oldest Cuban-American here today, I believe, 
going back to 1902 when I lived there. I have had business relations 
with Cuba in shipping, ran two sugar mills in the twenties, owned 
sugar plantations, and a cattle ranch. So, therefore, I am a devoted 
friend of Cuba. And the last person I want to see hurt is those people 
of Cuba. But my good friends in Cuba must realize that the other 
Latin-American countries have to live, too. And so far as communism 
in Cuba is concerned under the leadership of the fine man that they 
have at the head of their Government today, President Batista, I think 
the word “communism” can be eliminated from Cuba. 

Insofar as Haiti is concerned, whether you give us a quota or whether 
you do not increase it, there will be no communism in Haiti. 

The Carman. That is very good. We thank you very much for 
your statement. 

What are the wages paid in Haiti? 

Mr. Haster. The minimum wage in Haiti is $1. My company, 
since the minimum wage was established some 10 or 12 years ago, 
we have paid $1.17 or $1.18, but that only goes to a few, because most 
of the work is let out on a contract basis. We pay the highest wage. 
I am talking about the minimum wage of an employer in Haiti. 

The CHarmman. Do you mean that is in the manufacturing of 
sugar, the refining of it? 

Mr. Haster. Just the amount that works around the mill—not the 
men who are actually manufacturing sugar, no. 

The CuatrMan. | mean the men on the farm. 

Mr. Haster. We have in the administration roughly 12,000 natives. 
Outside of the administration, cane we buy from our little farmers, 
about 12,000 acres of cane, and they get the highest wage of anyone 
in Haiti. 

The Cuarrman. How much is that ? 

Mr. Haster. I would say that it is an average of $1.50 to $1.75 a 
day. Most of it is let out on contract. 

The Cuairman. It is let out on contract. Somebody has to do the 
labor. What does the man make who actually does the labor? 

Mr. Haster. The man that actually does the labor, the minimum 
wage of the Government is $1 a day. So far as we are concerned—— 

The CHatrmMan. $1 a day? 

Mr. Haster. So far as we are concerned we have always paid much 
more than $1 a day. 

The CHarrmMan. You are speaking for the company that you repre- 
sent, I suppose ? 

Mr. Haster. I am speaking for the whole of Haiti. 

The Carman. You are not speaking for that dollar-a-day man, 
are you. 

Mr. Haster. I am speaking for the dollar-a-day man. If we could 
get a larger quota, naturally, the standard of living in Haiti will 
be increased, 
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The CuarrMan. It would not be increased much if you do not in- 
crease that man who is earning only $1 a day, though. “You point out 
here that the per capita baa income was $40 a year. Something 
must be wrong. 

Mr. Haster. The $40 came from the congress in New Orleans. 
It was made by someone and it was confirmed to me by ae that 
the average cash income was that. I am talking about 314 million 
to 4 million people, not just those employed by us. Our people are 
the best off of anyone in the whole island. 

The Cuarman. I am willing to concede that, because I do not have 
any information to the contrary, but it seems to me that if you are 
only paying the worker, even under contract, or otherwise, $1 a day 
and the other producers are paying $1 an hour-— 

Mr, Haster. They are independent producers and own their own 
land. 

The Cuarrman. What independent producers? 

Mr. Haster. That we buy from. We buy from some 9,000 farmers. 

The Cuamman. Those 9,000 farmers, when they go to harvest their 
crops, they pay $1 a day? 

Mr. Haster. No; they do it themselves. 

The Cuamman. What? 

Mr. Haster. They do it themselves. 

The Cuarrman. You mean they do not even get $1 a day? 

Mr. Haster. No, no; we buy the cane from those farmers. 

The Cuarrman. I understand ; but those farmers, they do hire some- 
body to harvest the sugare ane—they pay $la day? 

Mr. Haster. No; because they do it themselves. 

The Cuamman. Who is it you are talking about who earns the $1 
a day? 

Mr. Haster. You asked me what the minimum wage was. [ said 
it was $1 a day. 

The Cuarrman. If I said that, I was in error. I wanted to know 
the prevailing wages. What do you pay the man who does the labor ? 

Mr. Hastrr. The few laborers that we employ on the administra- 
tion are paid $1.18 to $1.19 a day. They are very few. 

The Cuamman. I am not talking about the administrative workers. 
I am not talking about those who are engaged in the industrial aspect 
of the sugar industry. I am talking about the man who goes out into 
the field. 

Mr. Haster. The man that goes out into the field is the man that 
raises his own cane. He does it himself. We pay him $1.50 a ton 
more than it costs us to raise our own administration cane. 

The Cuarrman. What do you mean, “administration cane?” You 
have a corporation with 12,000 acres ? 

Mr. Haster. Yes; we grow it ourselves with our own people. Out- 
side of that, we buy from 9,000 farmers. 

The CuatrMan. Your company grows 12,000 acres? 

Mr. Haster. Yes. 

The CrHarrman. But you have to hire somebody. Do you have to 
contract with them to harvest it? 

Mr. Hastrr. Yes. 

The Cuarrman. What do you pay them; $1 a day? 

Mr. Haster. No. Those people, their’ average, according to the 
people that we work with, is roughly $2 a day. They are contractors. 
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The CuatrmMan. The contractor gets $2, and the man who does the 
labor gets less ? 

Mr. Hasuer. Those men, Ao the work themselves. That is what it 
costs. They get roughly $2 a day. 

The Cuatrman. Maybe we should send someone from this commit- 
tee down there. 

Mr. Haster. I wish you would go. 

The CuarrmMan. You say in addition your company is the largest 
producer of sugarcane. 

Mr. Haster. Yes. 

The Cuamman. You have 9,000 other independent farmers? 

Mr. Haster. We buy cane from them, yes. 

The CHamman. Your company purchased 312,000 tons ? 

Mr. Haster. Yes. 

The CuarMan. What is the overall production ? 

Mr. Haster. About 500,000 tons. 

The CuHamman. How does it happen that you have such a small 
quota in the American market? Did you represent the companies at 
that time? You were not representing them when you got that small 
quota ; were you ? 

Mr. Haster. I can answer that. I have been a director of the 
company since 1929. I have been chairman for the last 10 or 12 years. 

In 1929 and 1930 the tariff into this country I think was roughly 
21% cents. At that time the world market price ran anywhere from 
about a cent or a cent and a quarter. The result was that Haiti could 
not possibly ship into this country with one-half cent against her. So 
she was compelled to sell her sugar to England. And I think that 
these quota figures were based on “what various countries shipped into 
this country prior to 193 

The CuatrMan. How about your yield per acre—how does it com- 
pare with other areas ? 

Mr. Haster. About the same. 

The CHarman. About the same as one area—what other area? 

Mr. Haster. The same as Cuba. The same as Santo Domingo. 
Roughly 30 tons to the acre. 

The Cuamman. 30 tons to the acre? 

Mr. Haster. 30 tons of cane. 

The CHarrMan. I want the sugar production. 

Mr. Haster. The yield is about 11 or 12 percent of the cane. 

The CuHarrman. It does not cost you as much to produce a ton of 
sugar as it does to produce that same ton of sugar in Cuba; does it? 

Mr. Haster. No. Cuba has a higher wage scale. 

The Cuatrman. Hawaii is substantially higher. 

Mr. Haster. The highest in the world. 

The CHarrman. What about the cane grown in the swamps of 
Louisiana? 

Mr. Haster. I do not know about that. 

The Cuarrman. I assure you that the committee will give serious 
consideration to this. You have made a very sound, logical presenta- 
tion of the problem. We thank you very much for your appearance. 

Mr. Haster. Thank you. 

The Cuarrman. We next have as a witness Mr. Martin H. Ziegler, 
of the Louis DeJonge & Co., New York, N. Y. We are very glad to 
have you. 





398 AMENDMENTS TO SUGAR ACT OF 1948 


STATEMENT OF MARTIN H. ZIEGLER, LOUIS DeJONGE & CO., 
NEW YORK, N. Y. 


Mr. Zrecter. Mr. Chairman and members of the committee, my 
name is Martin Ziegler. 1 am export manager of Louis DeJonge & 
Co., in New York City and Staten Island. 

I have been asked also by the president of that company who is 
also the president of several other small firms to present their position 
as well. I would like to mention those companies. Aside from Louis 
DeJonge & Co., there is Louis Schulman Co. in New York City; the 
A. S. Datz & Son Co. in Philadelphia, Pa.; the Springfield Coated 
Paper Co. in Camden, N. J. 

The number of employees is not very great in any concern. The 
largest one being Louis DeJonge & Co. with approximately 125—the 
other concerns 35, 15, and 75. 

Our own annual sales are also small. None of our companies are 
very large. Again Louis DeJonge & Co. being the largest with 
$1,500,000 in sales, and then progressively going down to the smallest 
company, being Datz, $750,000. 

We are paper manufacturers and converters, jobbers, and dealers. 

I understand that in 1953 paper exports from the United States 
to Cuba were over $20 million. We unfortunately had only approxi- 
mately $65,000 to $75,000 on that, for which we are very grateful. In 
our business that is about 5 to 8 percent of Louis DeJonge & Co.’s 
annual gross sales, which is about 33 percent of our entire export sales. 

So, to us Cuba is an extremely important market. 

I want to interject something here which I just thought of at the 
last moment. I certainly do not want to hurt Louisiana very much, 
because I want to school down in Louisiana, and I still have a very 
fine memory of Louisiana. 

The Cuban business, although not very great, as I said it is about 
$65,000 a year in a good year, and it does enable us to keep our mill go- 
ing at full speed. I am particularly referring to the Louis DeJonge 
mill now. Without that business from Cuba, which is volume business 
for us—it is usually cheap merchandise, but in considerable quantity— 
we would have to have more layoffs than wedo. As it is, there are fre- 
quent days and periods during the year where we have to lay off men 
for short periods of time, but this is cut down and kept down con- 
siderably by the fact that we do have this Cuban business. 

As has been brought out by several witnesses, much more eloquent- 
ly than I could ever do, the amount that Cuba can purchase from us 
is directly proportional to the amount that they can sell to us. And 
that is my concern. 

Another thing that I would like to bring out in defending Cuba 
above, perhaps, Mexico is especially on paper. There are no re- 
strictions that I know of on the importation of paper into Cuba, 
whereas I have encountered some pretty tough restrictions on im- 
porting into other countries which wold rather not go into unless 
somebody wants to question me about it. 

A very important point so far as we are concerned is that in the 
United States we must subsidize domestic growers to enable them to 
compete at all. 

Aside from the fact that we charge duties on Cuban imported 
sugar. Is it not a fact that if we increased the amount of domestic 
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production, it will, will it not, cost the American taxpayers all the 

more because of the fact that you are going to be losing duties and also 

paying the domestic farmers for every pound of sugar that they 
row ¢ 

‘ Cuba has not asked us for subsidies. They merely ask us for a 

place to sell their goods. 

Another thing that should be brought out is that Cuba is probably 
the only country—I would not say the only country, but the country 
most interested in sugar, in that their whole economy is based on sugar. 
I do not pretend to be an expert on sugar, nor an expert on Cuba. 
However, I have made frequent trips to Cuba during the past 10 
years, on the average of once every eighth month. I believe I know 
Cubans fairly well. In fact, I even go so far as to put an extra 
teaspoon of sugar into my coffee and do not stir it, so that they think 
I am using more sugar. 

I know a lot of Cuban people personally through business and 
through living at their homes when I am in Cuba and their living 
with me when they come to my country. I think I understand their 
attitude slightly. They are, I think, our best friends, of any country. 
It is the only country that I visit where I feel no anti-Americanism. 
I have visited many countries in Central and South America. I will 
repeat that the attitude of the Cubans is the most friendly toward 
us of all areas. 

As was brought out by one of the gentlemen earlier today they are 
certainly our defenders in the United Nations and in world politics, 
as was brought out at San Francisco last week. 

I had some other figures that I was going to bring out, but they have 
been brought out much better than I have been able to do, so I will 


thank the committee very much for hearing me. 

The Cuamman. Thank you very much. 

Mr. Ziecier. Thank you. 

The Cuarrman. We will next hear from Mr. C. Alfred Zinn, of 
Zanesville, Ohio. 


STATEMENT OF C. ALFRED ZINN, MOSAIC TILE CO., 
ZANESVILLE, OHIO 


Mr. Zinn. Mr. Chairman and members of the committee, my name 
is C, Alfred Zinn, 752 Converse Avenue, Zanesville, Ohio. This city 
is the home office of the Mosaic Tile Co., whose main plant is also 
located in Zanesville, with other plants in Ironton, Ohio; Matawan, 
N. J.; Little Rock, Ark. ; Corona and El Segungo, Calif. 

I am the secretary and the member of the executive committee and 
of the board of directors of this company. 

The company has been quite interested in the Cuban market for 
many years. 1 think we have had representatives there for 25 years. 
In the past 5 years our president, our treasurer, and I have made 
personal trips to Cuba, having in mind the further building up of the 
Cuban market. 

I might digress just for a moment to say that I do second pretty 
much Mr, Ziegler’s personal reactions. They are friendly people. 

I noted particularly when I first picked up the most popular of the 
Cuban magazines—I believe it is called Bohemia, which has a very 
wide circulation—that except for the Spanish which I am not too 
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familiar with, the advertisements were almost like those in an Ameri- 
‘an publication. All of the American trade names and firms that we 
know of, like Palmolive and Camay and Listerine and International 
Harvester and Ford and General Motors, on down the line. I mean 
it just looked like an American magazine, which indicates to me the 
extent that they are literally a part of our economic market. 

As a matter of fact, our company is presently considering the con- 
struction of a floor and wall tile plant in Cuba. Our treasurer, Mr. 
Mann, is leaving for Cuba this coming Thursday, to further investi- 
gate this matter with the Cuban Government officials. 

Having this in mind our company was literally amazed when we 
were informed of the provisions of the possible effect of H. R. 5406. 
We perhaps had assumed because of this close relationship which 
dates back to the Spanish War and our contribution to its freedom 
and the naval bases we have there and its being our sixth best customer 
and our fourth largest investment of American capital that, of course, 
the relationships were almost one of a family. 

For that reason it was rather startling to us to discover what appar- 
ently were the implications of this legislation. 

The company feels it is changing the rules in the middle of the 
game. It can certainly contribute to creating instability in Cuban 
economy to the detriment of American purchasing power. And 
likewise such instability does not lead to new construction of new 
buildings or plants or factories. And hence it diminishes the use of 
floor and wall tile, sanitary ware, and the like. 

It is frankly natural that we will have to consider this legislation 
or even its very incipiency or consideration in making the final deei- 
sion as to whether a plant should or should not be put into Cuba. 

Obviously, if the sugar economy of Cuba is going to be seriously 
disturbed at various times and without any real assurance of a long- 
range continuity of it, it would raise some question as to the wisdom 
of such an investment. 

It has been discussed here thta it is the American policy by the 
American Government that we should invest in Cuba and other coun- 
tries to help build up their economy, so as to buy American products, 
or to create purchasing power. 

We know that makes them less susceptible to the inroads of com- 
munism. 

I was delighted to hear one of the witnesses say that there was no 
danger, but certainly as these countries build up they become strong 
friends of ours. And that is one reason that we considered putting 
a plant there. 

Obviously, as the*Cuban industry is increased, their purchase of 
American products is increased. That includes agricultural as well 
as manufactured products. 

I know that the Cuban consumption of food is considerably below 
the American. I know we have a Cuban that we brought into the 
United States with our company, having in mind that we would have 
someone who would literally know the Latin Americans. He is al- 
ways amazed at the size of our dinners and our steaks. They just 
do not have that standard of living generally. 

And despite that, as on page i, I believe, of Mr. Morano’s report, 


Cuba is already one of our largest purchasers of agricultural prod- 
ucts. And we do endorse that report. 





AMENDMENTS TO SUGAR ACT OF 1948 401 


If Cuba is further industrialized, I am only venturing the opinion 
that as that industrialization takes place, it will double the purchases 
of American farmers, including agricultural products, and not only 
manufactured products. 

And, of course, likewise as they purchase American-manufactured 
products, American industrial workers will have higher wage scales 
and more wages with which to again buy American products. 

It would seem to us, in conclusion, that it appears basically unsound 
to subsidize the building up of the American sugar industry to the 
detriment of our best friend and our best customers, as I see it, in Latin 
America. 

I know I was surprised in reading a magazine when I was down 
there—this same “Bohemia”—a long article—defending our position 
in Guatemala. In other words, the entire people respect us for what 
we have been doing, and they endorse it. 

So it would seem to me and to the officials of this company that 
every effort should be made to maintain the status quo of the American 
sugar industry, so that it will not be to its detriment certainly, and 
that no one will be harmed, but in so doing it would permit any further 
increases in our market to go primarily to Cuba and our other friends 
in Latin America rather than the building up of our domestic industry 
on a subsidized basis. 

It is for this reason that the company and its officials believe that 
ps earnest consideration by your committee of the overall good 
of our general situation that H. R. 5406 should not be passed. 

The Cuatrman. We thank you very much. 

Mr. Zinn. Thank you. 

The Cuarrman. Our next witness is Mr. Victor Demaria, the Kel- 


vin Engineering Co., Inc., 135 Front Street, New York, N. Y. 


STATEMENT OF VICTOR DEMARIA, KELVIN ENGINEERING CO., 
NEW YORK CITY 


Mr. Demarta. Mr. Chairman and members of the committee, my 
name is Richard Demaria. I represent Kelvin Engineering Co., New 
York City. 

I do not believe I can add very much to the past 3 or 4 speakers re- 
garding the Cuban economy and their benefits to this country and their 
business. 

My company has been exporting sugar-mill machinery and supplies 
to Cuba for the past 40 years. 

It is opposed to any change of status which will a‘ect the pur- 
chasing power of our Cuban neighbor, but rather feels that it is good 
business to help increase this purchasing power. 

The machinery and sugar-mill supplies we ship to Cuba are manu- 
factured in many States throughout the Union. 

In the past 10 years I have visited Cuba several times a year, often 
bringing friends and relatives along with me. In Cuba we feel as 
much at home as in the States. United States products are in evidence 
everywhere. 

When we consider that no subsidies from the United States Treas- 
ury are paid to Cuban producers and workers, and that we are able to 
do business with Cuba, definitely the committee should consider Cuba’s 
situation where sugar is the main staff. 
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In view of the statements by Representative Morano and the other 
members of the American business colony that do business in Cuba, | 
do not believe I have to add any more than this statement. 

The CHarrman. We thank you very much. 

Mr. Demarta. Thank you. 

The CHatmman. We will next hear from Mr. Merwin Lee Bohan. 

We are very glad to have you here, Mr. Bohan. 


STATEMENT OF MERWIN LEE BOHAN, DALLAS, TEX. 


Mr. Bouwan. Mr. Chairman, members of the committee, my name 
is Merwin Lee Bohan; my home is Dallas, Tex. I have recently retired 
as the United States representative on the Inter-American Economic 
and Social Council after 27 years in the Foreign Services of the United 
States Departments of Commerce and State, specializing in our rela- 
tions with Latin America and related economic problems. I am ap- 
pearing today to testify in opposition to H. R. 5406, because of the 
injury it would inflict on our relations with our Latin American 
neighbors. 

I should say at the outset that I am not a sugar economist, nor am I 
an historian of Cuban affairs. However, I have been a representative 
of our Government in Cuba, as well as in 11 other Latin American 
countries; I have been connected with the development of our Latin 
American policies at the State Department; I have served as a United 
States representative at many international conferences throughout 
the Western Hemisphere; and my assignments since 1951 have all 
carried with them the personal rank of ambassador. These details 
are recited only so that you may judge my qualifications to report to 
this committee on the foreseeable effects of the passage of H. R. 5406 
on our position with our Latin American neighbors. 

In addition I should like to make it clear that I am appearing here 

not as a representative of any interest except my own as an American 
citizen. I am appearing as a private citizen in the hope that I may 
make some contribution to this committee in reaching a ers which 
may have an important effect on our national economic and political 
policy, particularly in relation with Latin America. 
' I am not primarily concerned, at this time, with the exclusively 
economic effects in Cuba of cutting Cuban exports of sugar to the 
United States, as H. R. 5406 would do, or of denying Cuba the increased 
purchasing power she now can reasonably expect under the quota pro- 
visions of existing legislation. This committee knows how important 
sugar is to the Cuban economy and is aware that most of Cuba’s export 
earnings are derived from the sale of sugar. The committee un- 
doubtedly has heard, or will hear, from other witnesses of the damage 
that H. R. 5406 would do to Cuba’s imports and therefore to American 
exports. Iam sure that it will be developed that any possible addition 
to United States purchasing power as a result of such legislation as is 
now before this committee will be far more than wiped out by the 
losses in other sectors of our own economy through decreased exports 
of products of higher productivity. 

What I want to emphasize cae is the harm that our prestige and 
our reputation in Latin America will suffer if we change our sugar- 
oars system before the expiration of the period which we ourselves 
ixed. H. R. 5406 would amend, to the detriment of Cuba, a statute 
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which is supposed to run, according to its terms, until December 31, 
1956. It would take effect retroactively January 1, 1955, or 2 years 
before the expiration date. Even the recently announced proposal of 
the executive branch of the Government, which would take effect 
January 1, 1956, would still have the undesirable effect of amending 
the existing Sugar Act 1 year before its scheduled expiration. 

Since the present quota system was first established in 1934, the 
United States has never made any change in quotas effective before the 
expiration of the statute that was in force at the time the change was 
decided upon. The most recent example is the amendment of the 1948 
Sugar Act in 1951. The 1951 amendment decreased Cuba’s participa- 
tion in the United States sugar market, but it took effect only in 1953, 
which was the scheduled expiration date of the 1948 act. Both the 
administration and the Congress refused to make the 1951 amend- 
ment effective as of a date prior to the scheduled expiration of the 
1948 act. 

The passage of H. R. 5406, or the acceptance of the compromise pro- 
posal offered by the executive branch of the Government, would violate 
this principle of 20 years’ standing. It would severely handicap sound 
and rational planning in those countries whose prosperity. is bound to 
the United States market and exposed to the uncertainties of United 
States legislation. This is not to say that the United States Congress 
does not have the right and the duty to amend legislation whenever the 
national interest so requires. Certainly ithas. But Iam sure you will 
not consider it presumption on my part to point out that Congress in 
determining the national interest should look long and carefully at 
proposals to make amendments, especially retroactive amendments, in 
legislation upon which friendly foreign nations have relief in working 
out their economic problems. Obviously, the majority of domestic 
laws do not fall in this category. 

I think we, as Americans, must of necessity be always conscious of 
the position which we occupy in the world today. Leadership is 
something which we have not sought but which has been thrust upon 
us by cireumstances and we must accept it. The preponderance of 
our resources and of our power in the world imposes upon us a com- 
mensurate responsibility. When the United States Government makes 
a decision or takes an action, which may have only a limited effect on 
our domestic economy, it must be remembered that that decision or 
action can have a decisive effect on the specialized and concentrated 
economy of a friendly nation. Weare like Gulliver in Lilliput. We 
must be always aware that even what appears to us a slight shift of 
position may well prove to be an earthquake to one of our friendly 
neighbors. 

ugar, for us, is a minor industry. In California, which is the 
largest beet-sugar-producing State in the Union, this commodity ac- 
counts for only 1.7 percent of the total agricultural income of the 
State. For the mboinied the continental United States the value of 
sugar beets and sugarcane constitutes only six-tenths of 1 percent of 
our total agricultural income, and all the products of the continental 
sugar industry taken together constitute less than one-tenth of 1 per- 
cent of our total national income. On the other hand, in Cuba sugar 
contributes from 25 to 35 percent of the total national income of its 
people and represents over 86 percent of the total exports of that 
Republic. 
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Sugar is the lifeblood of Cuba. It controls the entire structure of 
our trade relationship with that country. It makes the difference 
between prosperity and depression. It largely fixes the level of na- 
tional employment, it determines the income of the ordinary Cuban 

family and sets the limitations on its purchasing power. 

The problem posed for this committee by H. R. 5406 must be an- 
swered in relation to these facts. When, then, is the American na- 
tional interest? Is it to give retroactive relief to a small and com- 
petitively uneconomic industry, already receiving extraordinary ben- 
efits from the Government, when to do so will involve irreparable harm 
to the economy of a friendly nation, and to our moral standing not 
only with Cuba but throughout Latin America? Or is the national 
interest best served by holding firm to a national policy declared in 
existing sugar legislation 

We must remember that the passage of H. R. 5406 would have 
singularly disruptive effects upon the Cuban economy at this time, 
because it would undermine a plan established several years ago in 
Cuba, in reliance on our existing legislation, for the orderly disposal 
of her sugar surplus. 

With the outbreak of the Korean war, Cuba, as in World War II, 
expanded her production to meet increased United States and world 
sugar demands, and, incidentally, helped us to avoid sugar shortages 
and possible rationing. With the end of the Korean conflict, however, 
Cuba was left with a sugar surplus of about 2 million tons as United 
States and world sugar demand dropped off. 

The gradual working off of this surplus presented a formidable 
ae aesy in economic planning. Cuba cut her current production dras- 

cally, from 8 million tons in 1952 to 5 million tons this year, but she 
stil had to work out an orderly disposal of the surplus. The plan 
that Cuba evolved was to market her entire surplus in gradual stages 
over the period 1953 to 1957. This plan was based, first, upon the 
assumed continuity of Cuba’s share in the United States market until 
December 31, 1956, under existing sugar legislation, and second, upon 
the possibility of stabilizing the world market through an interna- 
tional agreement of the duration of 5 years. The international agree- 
ment became effective at the end of 1953; both Cuba and the United 
States are parties to it. 

Any change in the present Sugar Act, if made effective prior to 
December 31, 1956, would gravely affect the 5-year plan established by 
Cuba for disposing of her sugar surplus. 

If H. R. 5406 is enacted, it will provide a powerful stimulus in Cuba 
to resort, however reluctantly, to a realinement of its foreign-trade 

attern which could only work to the detriment of long-existing 
Jnited States interests. I have just returned from Cuba and respon- 
sible opinion supports this conclusion. 

Indeed, American as well as Cuban observers in whom I have long 
had confidence express the fear that Cuba might be forced to adopt 
trade restrictions as necessary to such realinement. This would cer- 
tainly be, for us, a backward step, as Cuba has been one of our very 
few foreign customers who have so far been relatively free of these 
costly and sometimes insurmountable obstacles to United States 
exports. 

TI cannot emphasize too strongly that the policy represented by H. R. 
5406 is dangerous. To extend or expand the continental sugar indus- 
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try, when our increasing agricultural and industrial productivity de- 
mands ever-increasing markets abroad, is certainly not the way to 
assure our own continued prosperity. 

Let me suggest to this committee, in considering this question, that 
the development of our markets abroad, and particularly our markets 
in Latin America, is indispensable to the maintenance and the im- 
provement of our own standards of living. I have been greatly im- 
pressed by a recent study published by the Chase National Bank. 

It reflects a careful consideration of the potentialities of the Latin 
American market. This study shows that whereas 20 years ago the 
United States was selling approximately $1.5 billion of goods in this 
area, it is selling $3 billion today, and the Chase National Bank 
estimates that within the next 20 years this figure will be double, 
United States sales reaching a total of $7 billion, or more than our 
total export business, on a commercial basis, a few years ago. 

T need hardly suggest to this committee that we will attaim an export 
level of $7 billion, or a level anywhere approaching that amount, only 
by a wise and statesmanlike management of our economic relations 
with Latin America. We will certainly not do so if, whenever the 
issue is presented, we sacrifice our Latin American markets to ex- 
pansion of relatively uneconomic small domestic industries. 

We will certainly not do so if we force our Latin American friends 
and neighbors, by reducing their purchasing power, to adopt policies 
of protection against our own product. We will certainly not do so 
if we create the impression that it is unwise for a Latin American 
country to gamble its economic future on close and intimate relations 
with the United States or upon the assumption that American policy, 
once declared by Congress for a given number of years, will continue 
until that period has expired. 

I have stressed the responsibilities which this country as a leader of 
the free world owes to all other friendly nations in the formulation 
and execution of its policies. But the United States owes a special 
responsibility to Cuba. Partly because of history, partly because of 
geography, partly because of a conscious decision on our part, we 
have in the policies pursued toward Cuba for more than half a cen- 
tury tied Cuban economy to our own, in a way which is, I think, unique 
between independent nations. 

Today the United States occupies a preferred position in the Cuban 
market—preferred not only as a result of the provisions of the Cuban 
tariff laws—but preferred by virtue of the friendship and the devel- 
oped habits of the Cuban people. In many ways the Cuban economy 
has become so closely related as to be almost a part of the economy 
of the United States. We made itso. Having made it so—admittedly 
for our own self-interest, and we should have no apologies for this— 
we should think carefully before we reverse a policy which has been 
so mutually beneficial in the past. 

I sincerely believe that H. R. 5406 would be a reversal. It would 
also be grist to the propaganda mills of our enemies, who, playing on 
the natural apprehension of our neighbors of our economic power, 
would do everything possible to strengthen their accusations that 
the United States is a heedless and capricious giant, moved more by 
vocal minority groups than by its own broad interests and those of 
the Western Hemisphere. 
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The Cuarmman. Thank you very much. 
We will next hear from Mr. William Houghland, vice president, 
Emeco Corp., Hanover, Pa. 


STATEMENT OF WILLIAM HOUGHLAND, VICE PRESIDENT, 
EMECO CORP., HANOVER, PA. 


Mr. Hoveutanp. Mr. Chairman and members of the committee, 
my name is William Houghland, and I am vice president of Emeco 
Corp., located at Hanover, Pa. Emeco Corp. employs 200 work- 
men in the manufacture of metal furniture. We sell our furniture 
throughout the United States and export to Cuba and other foreign 
countries, 

Many of our workmen have farms of their own, and many of them 
come from farm families. Hanover is principally a farm commu- 
nity, but the people there also depend on the manufacturing com- 
panies, such as ourselves, to augment their income and raise their 
standards of living. 

For example, Mr. Joe Hunter, who has been with us 7 years, owns 
his farm with 45 acres. Mr. Tom Halsey, who has been with us 6 
years, owns 98 acres. Mr. Tom Marshall, who has been with us 5 
years, has 18 acres. 

In order to give these people employment we need customers, and 
every single customer is important to us. Cuba is one of our cus- 
tomers. The proposed bill to amend the sugar quotas would result in 
a reduction in the purchasing power of our Cuban accounts. 

Obviously, then, we expect that they will likewise reduce their pur- 
chases of metal furniture from us. While our furniture in the United 
States is considered in the moderately priced field, in Cuba it is con- 
sidered more or less in the luxury class. Therefore, we would be 
among the first to feel any reduction in Cuba’s economy. 

In addition, personally I feel that we have an obligation to main- 
tain the economy and living standards in Cuba because certainly all 
of the Latin American countries and other nations of the world will 
look to Cuba as an example of the treatment that they can expect 
from the United States. 

These countries want to know how much business they can do with 
the United States and if we set up trade barriers such as import quotas 
and tariffs, then I am sure that these countries will look elsewhere for 
their markets. 

Also, I believe that the Sugar Act of 1948 was in essence a foreign 
commitment on the basis of which Cuba and other countries acted in 
good faith. This act does not expire until December 31, 1956. Cer- 
tainly we cannot now change this commitment without losing face. 

In substance, therefore, we feel that the Cuban sugar quota, as 
scheduled under the 1948 Sugar Act, should not be reduced as it will 
adversely affect our trade with Cuba and it will also adversely affect 
our relations with other countries of the world. 

The Cuarmman. Thank you very much. 

Mr. Hoveuianp. Thank you. 

The Cuatrman. We will now hear from Mr. Henry George Atkin- 
son of the Czarnikow-Rionda Co., New York, N. Y. 
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STATEMENT OF HENRY GEORGE ATKINSON, VICE PRESIDENT, 
CZARNIKOW-RIONDA CO., NEW YORK, N. Y. 


Mr. Arxinson. Mr. Chairman and members of the committee, my 
name is Henry George Atkinson. Iam a vice president of Czarnikow- 
Rionda Co., a corporation of the State of New York. The company 
is engaged in the sugar business as a broker handling a sizable quan- 
tity of sugar from Cuba and it has investments in United States com- 
panies which own and operate sugar properties in Cuba. 

Its interests also include the exportation of certain items from the 
United States to Cuba, particularly those used in sugar mills and cane- 
fields. Therefore, anything which affects the volume of the Cuban 
sugar industry affects the livelihood of our stockholders and employees, 
who are predominantly United States citizens. 

My company is strongly opposed to the enactment of H. R. 5406 not 
only because such legislation would be contrary to our interests, but 
also because it would be injurious to the United States as a whole. 

The Sugar Act of 1948, passed by Congress in 1947, and amended 
and extended in 1951, is by its own terms, scheduled to remain in ef- 
fect through December 31, 1956. H. R. 5406 would change this retro- 
actively to January 1, 1955. These changes would provide a sub- 
stantial immediate increase in quotas for the uneconomic and heavily 
subsidized domestic sugar industry. These increases would be largely 
(96 percent) at the expense of the quota now provided by law for 
sugar from Cuba. 

To increase quotas, and, therefore subsidies, for domestic sugar pro- 
ducers at the expense of Cuba, as proposed in H. R. 5406, would be 
contrary to the interests of the United States for the following 
reasons : 

1. Such increases in domestic quotas prior to the expiration of the 
present Sugar Act would violate a ane commitment to Cuba. Since 
sugar quotas were first adopted in 1934, the United States has never 
changed them prior to the expiration of the statute then in force. 
When Congress extended the Sugar Act through 1956, producers of 
sugar in Cuba, including the companies associated with Czarnikow- 
Rionda, felt justified in relying upon the terms of this legislation and 
the fair dealing of the United States in planning the production and 
marketing of sugar through 1956. 

United States sugar quota legislation has a very great impact upon 
the Cuban sugar industry because the United States is, and, for as 
long as records are available, has been, the principal market for 
Cuban sugar. The extension of the Sugar Act through 1965 was 
fully agreed to by the domestise sugar industry. This is clearly 
demonstrated by testimony before this committee in 1951. To change 
the rules in the middle of the game as now preposed is clearly wrong 
in principle and is most unfair to Cuba. 

2. The proposed increase in quotas for domestic areas at the expense 
of Cuba cela be injurious to farmers, manufacturers, and laborers 
in every section of the United States. Such restrictions clearly would 
be inconsistent with the announced foreign trade policies of the 
President and also contrary to the trade policies of the two preceding 
administrations. 

Cuba has long been one of the best markets for the products of 
United States farms and factories. The situation, with reference to 
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the exports of agricultural products to Cuba is described by the 
United States Department of Agriculture in Foreign Agricultural 
Report No. 81, published in September 1954, as follows: 

Cuba is our best world market for wheat flour, butter, bacon, hams and 
shoulders, filberts, onions, chick peas, dried: peas, and many canned fruits and 
vegetables. In most years Cuba is our first market not only for rice, but for 
lard and is a significant market for processed milk, deciduous fruits, dried 
beans, and potatoes * * *, 

The United States should continue as Cuba’s No. 1 supplier of agricultural 
products if United States-Cuban sugar policy not unfavorable to the Cuban 
product continues * * *, 

In addition to agricultural products, Cuba purchased large quanti- 
ties of machinery and vehicles and other manufactured products in- 
cluding shoes, automobile tires, cigarettes, cotton and synthetic cloth, 
paper, “petroleum products, glasswa are, pottery, steel beams and plates, 
tinplate, stoves, tools of all : sorts, pharmaceutie: als, insecticides, plas- 
tics, paint, toys, books, and thousands of other items from the United 
States in 1954. 

Sugar constitutes the bulk of everything the United States imports 
from Cuba and the United States is Cuba’s largest market. Conse- 
quently, Cubans earn most of the dollars with which to pay for the 
products they buy from the United States by the sale of their sugar 
here, and any reduction of United States imports of Cuban sugar is 
certain to be followed by reduced exports to Cuba. 

I would like to interpolate a few further remarks in connection 
with the statements made by predecessors at this table. 

In connection with the pleas made for larger quotas for Mexico and 
certain other Latin American countries, I certainly do not wish to 
appear to oppose the welfare of any of our neighbors, but as regards 
sugar I think Cuba is in a unique position. 

The quota for full-duty countries was more than doubled and en- 
tirely at the expense of the quota for sugar from Cuba when the 
Sugar Act was extended in 1951. The current 1955 quota for full- 
duty countries of 111,160 tons is more than three times average 
annual imports from the countries in 1925-29, prior to the enactment 
of the Smoot-Hawley tariff. 

In contrast, the current 1955 quota for sugar from Cuba is smailer 
than imports prior to the Smoot-Hawley tariff by more than 1 million 
tons, or about 31 percent. 

In view of these circumstances, the administration’s proposal to 
further injure Cuba for the benefit of other countries is unjust. ‘The 
argument that the United States should increase its sugar quota with 
such a country as Mexico, because our total exports to Mexico exceed 
those to Cuba ignores the most important factor in the whole situation, 
namely, that C uba pays for its United States purchases pr edominantly 
with sugar. 

Mexico does not and never has. 

Today, with an acute surplus of agricultural products in this coun- 
try, the maintenance of the Cuban market has special importance to 
United States farmers. According to the United States Department 
of Agriculture, surpluses of wheat, cotton, corn, and rice are especially 
serious. 

Cuba is an important market for United States wheat and wheat 
flour, cotton textiles, lard and other pork products, and rice. If H. R. 
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5406 should become law, farm surplus problems in this country surely 
w a become even more difficult than they are now. 

An increase in domestic sugar quotas, as pr oposed in H. R. 5406, 
oli impose an additional burden on United States taxpayers he- 
cause it would result in larger total subsidies for sugar beets and 
sugarcane growers in the U nited States. ‘The argument, sometimes 
presented by representatives of the domestic sugar industry, to the 
effect that the subsidy is not a burden on United States taxpayers 
because receipts from the sugar excise tax exceeded subsidy pay- 
ments, is invalid. The excise tax on sugar is legally separate from 
the Sugar Act payments. 

Indeed, if it were not separate, the tax would apparently be un- 
constitutional. It is also true that the excise tax collected by the 
(government on domestic sugar, at the rate of 50 cents per 100 pounds, 
is substantially smaller than the amount of the subsidy paid growers 
at the basic rate of 80 cents per 100 pounds under the Sugar Act. 

An increase in quotas for domestic sugar-producing areas would 
benefit only a limited number of people in the United States, because 
the number engaged in the industry is comparatively small. The 
burden of the increased subsidy would fall on everyone. 

Taxing the many for the benefit of an already heavily subsidized 
fe . is ¢ learly contrary to the national interest. 

The argument advanced by spokesmen for the domestic sugar in- 
ama that H. R. 5406 or some similar measure should be passed by 
Congress this year because there is a surplus of sugar in domestic areas 
which is a burden on the domestic industry is untenable. If such 
surplus exists, the present law provides means for removing it— 
through acreage restrictions. In fact, present law provides means 
for prev enting the growth of such surpluses and, therefore, they should 
not have been allowed to occur. 

5. Claims advanced by the representatives of the domestic indus- 
try to the effect that the industry has been denied a share in the 
increased consumption of sugar in the United States, since 1948, are 
incorrect, 

In the first place, we think it wrong in principle for a subsidized 
industry, such as sugar, to expand at the consumers’ and taxpayers’ 
expense. 

In 1948, when quotas first became effective following World War 
II, neither the mainland beet or cane areas or Hawaii filled their 
quotas. The quotas for Puerto Rico and the Virgin Islands were 
increased effective in 1953. Thus producers in every domestic area, 
if they fill their quotas in 1955, will be able to market more sugar in 
the United States this year than they did in 1948. 

Cuba, however, under the quota as now determined by the Secretary 
of Agriculture will not be able to market as much sugar in the United 
States this year as it was permitted to send here in 1948. 

6. Larger quotas for domestic areas, such as are provided in H. R. 
5406, would jeopardize United States’ sugar supplies in the event of 
war or other emergency. This was clearly demonstrated in World 
War IT and again in the Korean emergency ‘when, with increased need 
for sugar in the United States, domestic producers as a whole reduced 
their output. 


65704—55 
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If it had not been for increases in supplies from Cuba, the World 
War II shortage would have been very much worse than it was, and 
the threatened scarcity during the eee emergency would have 
turned into a real one. 

Endangering the welfare and security of the people of the United 
States for the benefit of a few, already subsidized, sugar producers 
obviously is unjust to the rest of the people in the United States. 

Pas of H. R. 5406, by reducing Cuba’s sugar quota, would 
endanger the political and economic stability of Cuba, a matter of 
reat concern of United States foreign policy. There is a vital need 
for Cuban sugar in this country. Also Guba is one of great strategic 
significance in the defense of the Panama Canal and the entire Carib- 
bean area. 

The executive branch of the Government has announced certain 
proposals regarding sugar legislation. These proposals appear to be 
somewhat less unfair in most respects to Cuba and less injurious to 
United States farmers, manufacturers, and laborers than H. R. 5406. 
They would, nevertheless, violate a moral commitment to Cuba with 
respect to the year 1956. While it is true that the tonnage loss to 
Cuba in 1956 involved in the administration proposal is considerably 
smaller than under H. R. 5406, the principle which would be violated 
is exactly the same. 

The administration proposal to grant domestic areas 55 percent of 
any increase in sugar consumption above 8,350,000 tons per year, is, 
judged on the basis of historical record, altogether too generous to 
the domestic industry. We also think that the proposal to give the 
full-duty countries 40 percent of the remaining 45 percent is grossly 
unfair to Cuba. 

Except when prevented by excessive United States restrictions, as 
under the Tariff Act of 1930 and, since 1934, quotas, Cuba has supplied 
about half the sugar consumed in the United States. Under the 
administration proposal it would be impossible for Cuba to regain its 
historic position in the United States market. 

Both H. R. 5406 and the administration proposal would make it 
impossible for importers of Cuban sugar to regain fair treatment in 
this market. , 

In conclusion, our opinion is that the United States should, in its 
own interests, move in the direction of freer trade for sugar—in har- 
mony with the Government’s policy for other products. Adoption of 
either H. R. 5406 or the administration proposal would be a serious 
step in the opposite direction. 

Extension of the present act for an additional period would, due 
to increases in United States consumption, provide some improvement. 
We, therefore, advocate such extension. 

The Carman. Thank you very much. 

Mr. Wartrs. Mr. Atkinson, based on the statement in your conclu- 
sion that we should move in the direction of freer trade in sugar, I 
take that to mean that you think possibly it might be to the best inter- 
ests to repeal the Sugar Act and have free trade in sugar ? 

Mr. Arxrnson. Theoretically and ultimately, yes; but living in the 
world as we do today, as has been brought out here, by, I think, mem- 
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bers of the committee, it would appear to be impractical to do a thin 
of that kind just as it is impractical to totally repeal tariffs. An 
therefore we go into a thing like GATT. Therefore, we are not 
advocating anything of that kind at this time. 

However, we do appeal to you if you make any movement what- 
soever, please try to make it in the right direction and not the wrong 
direction. 

Mr. Warts. It would be impractical from what standpoint—that 
of the domestic producers or who? 

Mr. Atkinson. Impractical to repeal the whole Sugar Act. Is 
that your question ? 

Mr. Watts. To have free trade in sugar. 

Mr. Atkinson. It would be impractical, I should think, from the 
standpoint of the other controls that surround us in the world today. 
The fact that people in the United States here have gotten used to a 
protected industry; and to do so suddenly would cause considerable 
upheaval. 

‘- War's. What do you mean by your statement, “move in the 
direction of freer trade for sugar” ? 

That certainly would be a move in that direction, would it not? 

Mr. Atkinson. That would be the ultimate direction, to repeal it. 

Mr. Watts. What move do you thing we ought to make? 

Mr. Arxrnson. If you extend the present act with the 96 percent 
of excess over the fixed quotas in favor of Cuba and United States 
consumption continues to increase, as everybody seems to expect, you 
would automatically be giving Cuba a somewhat larger quota and 
therefore increasing our international trade, going in that direction. 

If the Congress, or this committee were to propose a bill going be- 
yound that and freeing trade further I would like very much to have 
the privilege to speak again, but with the proposals before us, I think 
the lesser of the evils is an extension of the act rather than H. R. 
5406 or the administration’s proposal. 

Mr. Warts. My thought was that was a statement to free the trade. 
Certainly it would not be of much benefit to Cuba in view of the fact 
that you would have all of the sugar-producing areas of the country 
competing, say, tariff-free, if you want to go to the ultimate, as your 
statement might indicate, for the sugar market; would it not? 

Mr. Arxtnson. I certainly think you would. I think that in the 
matter of Cuba, the sugar in Cuba and other Latin American coun- 
tries, they would be well able to compete. I think both sides to that 
trade would benefit, once the immediate upheaval from present cir- 
cumstances were overcome. 

Mr. Warts. But you do not actually advocate the repeal of the 
Sugar Act and free trade in sugar ? 

Mr. Arxrnson. Suddenly? No, sir. Theoretically; yes, sir. 

The Cuamman. Thank you very much. 

Mr. Arxrnson. Thank you. 

The Cuarrman. Is Mr. Maurice A. Bollansee present? 

Is anyone present now who desires to present a statement, who 
would be inconvenienced by remaining over until tomorrow ? 
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(The following statement was submitted by M. A. Bollansee :) 


Van RAALTE Co., INc., 
New York, N. Y., June 28, 1955. 
Hon. HaArotp D. Cootry, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Coorry: I appeared yesterday, June 27, at the sugar 
hearings, but unfortunately as I was called back to New York on urgent business, 
I could not wait until my name was called to read my testimony to you and the 
members of your committee. 

I left the original of my testimony with your clerk, but I am enclosing an addi- 
tional two copies for your perusal. 

I would be much obliged to you if you would insert my testimony in the records 
of the hearings on H. R. 5406. 

Thanking you in anticipation, I remain 

Very sincerely yours, 
Maurice A. BOLLANSEE, 
Director, Overseas Division. 


Mr. Chairman and members of the committee, my name is Maurice A. Bollansee, 
and I am the director of the overseas division of Van Raalte Co., Ine., of 417 
Fifth Avenue, New York City, N. Y. Our company engages in the manufacture 
of knitted lingerie, hosiery, gloves, and girdles. The company has 15 factories 
located in the States of New York (4), New Jersey (2), Pennsylvania (1), Ver- 
mont (3), Tennessee (1), North Carolina (3), and Georgia (1), and employs 
approximately 4,000 people in the United States. In 1954, the company’s gross 
sales were about $27 million. 

Our interest in opposing H. R. 5406 stems from the fact that the Van Raalte 
Co. sold over $140,000 worth of goods in the Cuban market last year. This figure 
represents approximately 11 percent of our total foreign sales. Since 1945 our 
sales in the Cuban market have amounted to over $1 million, We know that our 
ability to sell in the Cuban market is directly related to the sale of sugar by the 
Cubans in this country. For example, 1950 was the peak year so far as our post- 
war sales to Cuba is concerned and, it is interesting to note, in 1950 the United 
States had the highest imports of Cuban sugar since 1947. 

It is obvious that any reduction in the United States quota for Cuban sugar 
will, of necessity, force the Cubans to reduce their purchases of the goods and 
services of American companies since Cuba pays for most of its purchases from 
the United States with the dollar exchange obtained from its sales of sugar in 
the United States. The importance of the Cuban market to United States 
companies is shown by the fact that Cuba provides the United States’ sixth 
largest export market. 

Since the sugar industry accounts for about one-third of the total national 
income of Cuba, the ability of the Cuban people to import depends primarily on 
their export sales of sugar. Cuban sugar exports to the United States are over 
one-half of total Cuban sugar exports, so that our sugar quotas have a controlling 
effect on the standard of living and purchasing power of the Cubans. 

Historically, when we have allowed Cuba to sell us more sugar, her imports 
from us have increased more than proportionately. In the period 1950-52, when 
Cuban sugar exports to us had increased in value sixfold over 1931-33, our 
exports to Cuba had increased 1,400 percent to an average volume of approxi- 
mately $500 million, as compared to an average of $33 million in 1931-33. 

In 1953, the United States took 12 percent less sugar from Cuba than the 
average during 1950-52 and the value of United States exports to Cuba during 
1953 was 15 percent below the period 1950-52. 

Assuming that United States consumption of sugar in 1955 is 8,388,000 tons 
(as I have been advised, will be approximate consumption this year), Cuba 
would receive under H. R. 5406, 2,667,840 tons of the market. Under the existing 
legislation, if consumption reached 8,388,000 tons for 1955, Cuba would receive 
2,848,320 tons. Therefore, if H. R. 5406 is enacted, the Cubans would be deprived 
of an immediate loss of the sale of approximately 180,000 tons of sugar in the 
United States market. There is no question but that the effect of such a loss of 
sales will be felt by my company. 
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In conclusion, I hope that this committee will reject H. R. 5406 and will recom- 
mend that in the 18 months before the expiration of the existing sugar legislation, 
a thorough examination be made of the adverse effects such legislation would 
have upon American companies doing business in Cuba. 

Thank you very much for allowing me to appear before your committee and 
giving me this opportunity to present the views of my firm. 


The CuHarrmMan. We cannot possibly conclude with all of these wit- 
nesses today. If not, and if it is convenient for you to come back 
tomorrow morning, we will adjourn now until 10 o’clock tomorrow 
morning. 

(Whereupon, at 5:10 p. m., the committee recessed, to reconvene 
at 10 a.m. Tuesday, June 28, 1955.) 
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TUESDAY, JUNE 28, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 1310, 
New House Office Building, Hon. W. R. Poage presiding. 

Mr. Poags. The committee will please come to order. 

I believe that we have as our first witness this morning Mr. Laurence 
Alden Crosby, of the United States Cuban Sugar Council. 


STATEMENT OF LAURENCE ALDEN CROSBY, UNITED STATES CUBAN 
SUGAR COUNCIL 


Mr. Crossy. Mr. Chairman, I have prepared a written statement 
which I believe has been handed to the committee. I am not going to 
read it to you. I wanted to make that clear. I would like to request 
that the text of that statement be incorporated in the printed record. 

Mr. Poags. Just one second. This is one of those problems which 


the committee must pass on. I do not think that you were here when 
we discussed this matter yesterday. We —- cannot build a record 
with everybody putting in this much material. 


Mr. Crossy. 
of it, consists of tables and c 
in the record at all. 

Mr. Poace. We will be very glad to put the statement in. 

Mr. Crossy. I thought that it was a convenience to the members of 
the committee to have those charts annexed to the statement, but they 
are not an integral part of the statement. They are not referred to 
in the text by number or other identification. They are just for your 
convenience. 

Mr. Poage. Yes, sir. Thank you. 

(The prepared statement of Laurence Alden Crosby is as follows :) 


agree with you but the great part of that, the bulk 
arts which I do not suggest be included 


STaTeMENT or Untrep Srates Cusan Suear Councm, 


My name is Laurence Alden Crosby. This statement is on behalf 
of the United States Cuban Sugar Council, of which I am chairman. 
I am an American citizen, born in Maine, resident of Cuba, and 
engaged in the sugar business, chiefly as head of operating companies 
owned by Cuban Atlantic Sugar Co., a Delaware corporation. My 
connection with the Cuban sugar industry began in 1921, as a lawyer 
for a predecessor company. I resided in Cuba from 1921 to 1924 and 
resumed residence there in 1946 on retiring from practice of law. 
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1. The United States Cuban Sugar Council welcomes this oppor- 
tunity to present its views on H. R. 5406 and the companion bill 
S. 1635, “To amend and extend the Sugar Act of 1948, as amended, 
and for other purposes.” The council is a voluntary association 
composed of a group of 13 companies owning «1 jer ine sun 
properties in Cuba and whose stockholders are predonunantiy United 
States citizens and residents. These companies, listed on an annex 
hereto, account for about 40-percent of Cuba’s total annual sugar 
production, and represent a very large American investment (esti- 
mated at about $250 million at present written-down book values). 
The raw sugar production capacity of the American-owned mills is 
estimated at over 3,274,000 tons, which was their output in Cuba’s 
record 8 million-ton crop of 1952; their actual output in 1955, restricted 
under the Cuban readjustment program, was about 1,950,000 tons 
(out of a total Cuban crop of 4,977,000), but their cane supplié¢s in 
1955 were sufficient to have produced about as much raw sugar as 
in 1952. Almost all are publicly owned companies, whose shares are 
listed on American exchanges. None of them is controlled by any 
bank or banks. Their shares are owned by thousands of stockholders. 
The council is strongly opposed to the modification of the Sugar Act 
of 1948 as provided in H. R. 5406, not merely because of its harmful 
effects on the stockholders and employees of the companies we 
represent, but because it would injure the national interests of the 
United States as a whole. 

2. H. R. 5406 is against the national interest, because if enacted it 
would— 

(1) Change the existing law as of January 1, 1955, or 2 years 
before the expiration of its 4-year life; and thereby violate a moral 
commitment to Cuba, deprive her of permission to enter some 450,000 
tons of sugar in this market in such 2-year period, and gravely preju- 
dice her already strained dollar purchasing power and internal 
economy ; 

(2) Injure American farmers and manufacturers who sell annual- 
ly over $400 million of products to Cuba, one of our most valuable 
customers, and consequently would injure the labor employed in pro- 
ducing those products; 

(3) Injure the thousands of American stockholders who own the 
$650 million of American capital invested in Cuba; 

(4) Impair Cuban economic and political stability, with possible 
long range repercusions; and, finally it would 

(5) Be prejudicial to American consumers and taxpayers by tend- 
ing to raise the price of sugar, and by increasing the amounts paid as 
subsidies to the domestic producers, through assuring an immediate 
substantial increase, as from January 1, 1955, in the heavily subsi- 
dized domestic sugar production and a steady and uneconomic future 
increase of this expensive industry. 

For these reasons, H. R. 5406 and similar bills should not be 
adopted. 

3. Review of United States sugar policy: In order to make clearer 
the harmful consequences of enactment of H. R. 4506, we review basic 
facts of the history and economics of United States sugar supply and 
policy, vis-a-vis Cuba: 

(1) The United States has always been an importer of sugar and 
for as long as records are available, Cuba has been its principal 





por- 
bill 
ded 


Ton 


’ 


Lik 
ited 
nex 
war 
esti- 
ies), 
ls is 
ba’s 
cted 
tons 
Ss in 
r as 
are 
any 
lers. 
Act 
iful 

we 
the 


d it 


ars 


AMENDMENTS TO SUGAR ACT OF 1948 417 


source of supply. In the second half of the 19th century, about half 
the sugar consumed in the United States was obtained from Cuba. 
Following Cuban indpendence in 1902, gained with the aid of the 
United States, the production of sugar in Cuba and its importation 
by the United States increased steadily and rapidly, largely through 
investment of American capital, which was encouraged by the politi- 
cal and reciprocal trade relations between the countries. From 1902- 
29, Cuba supplied about 48 percent of United States sugar consump- 
tion. In 1922, the United States took 4,387,000 tons of sugar from 
Cuba. In the decade 1920-29, annual imports of Cuban sugar aver- 
aged 3,637,000 tons, and for the 5 years 1925-29, 3,912,000 tons—both 
figures about 50 percent of the annual consumption. During this 
1925-29 period, the average anual value of American exports to Cuba 
amounted to $152 million (1925-29 dollars). 

(2) In 1930, when the Smoot-Hawley tariff raised the duty on 
Cuban sugar to 2 cents per pound, imports of Cuban sugar fell to 
2,645,000 tons, and they averaged, in the 3 years, 1931-33, only 1,930,- 
000 tons—a decline of almost one-half from 1929. Actually, the ton- 
nage imported in 1933 was only 1,573,000—compared with 4,149,000 
in 1929. Consequently, the value of United States exports to Cuba 
during 1931-33 averaged only $34 million, a decline of 78 percent from 
the 1925-29 average. The 1930 tariff further promoted an uneconomi- 
cal unwarranted expansion. at the expense of Cuba, of sugar produc- 
tion in the American areas, including the distant island Territories 
and possessions. And it created in Cuba, and brought to a disastrous 
and frightful climax a truly terrible condition of unemployment, 
bankruptcy, starvation, and revolution. 

(3) The Sugar Act of 1934, the first United States sugar quota law, 
halted the rapid expulsion of Cuban sugar from the United States 
market, but unfortunately did this by a quota formula which virtually 
froze Cuba’s position at its lowest percentage share in that market for 
any 3-year period since 1902, and at its lowest tonnage share therein 
for any 3-year period since 1912. The 3-year period selected as the 
base for Cuba’s quota by the Secretary of Agriculture was 1931-33, 
the worst, comparatively, in the whole history of the Cuban Republic. 
On the other hand, the act itself, plus the action of the Secretary 
thereunder, established quotas for the domestic areas, including the 
domestic islands, based upon marketings in periods which, with minor 
variations, were the most favorable in history for those areas. For 
the mainland beet and cane areas, Congress wrote those favorable 
quotas into the act itself, while for Hawaii, Puerto Rico, the Philip- 
pines, and Cuba, respectively, it gave the Secretary power to select as 
a quota basis, the sugar marketings of the respective area in the United 
States for any 3-year period between 1925 and 1933 which he might 
deem “representative.” Thus, for example, he had the power to base 
Cuba’s quota on her 1925-27 marketings averaging 4,015,000 tons per 
year—typical of her 1920-29 performance. Instead, he chose to give 
the largest possible quotas to the domestic island areas, by selecting 
1931-33 as the representative period, for all areas except Hawaii, for 


which he chose the period 1930-32, This 1931-33 period, the worst in 
many years for Cuba, gave her barely half of what the figure would 
have been if he had chosen 1925-27 or 1926-28 or 1927-29 as Cuba’s 
representative period. 
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(4) Although Cuba, floored and ruined as she was by the Tariff 
Act of.1930, deeply appreciated being saved from extinction, she 
found, it difficult to applaud, as just, a quota basis so obviously dis- 
criminatory against her as to reduce by nearly one-half the qu wit ity 
of sugar which she had been marketing in the United (itwies di, 
the whole decade of 1920-29, before the 1930 tariff vir tually dr ove We 
out of the market. 

(5) The second quota law, the Sugar Act of 1937, continued for 
Cuba the treatment of 1934, again giving her only about 28.6 percent 
of the then United States market of about 7 million tons. Thus, her 
industry from 1934 through 1941 continued to be drastically restricted 
by United States pone and her sugar farmers and workmen had a 
very meager livelihood, and very low purchasing power for United 
States products. While the value of the inadequate quota for Cuba 
was sweetened materially by a reduction in the United States tariff 
on Cuban sugar from 2 cents to 0.9 cent per pound (further reduced 
in 1942 to 0.75 cent and in 1948 to 0.5 cent), the United States received 
full and fair compensation for such duty reductions by substantial 
tariff concessions made by Cuba in the respective reciprocal trade 
agreements of 1934, 1941, and 1947. 

(6) Quotas established by the Sugar Act of 1937 remained in effect, 
except for a short period in 1939, until early in 1942. 

(7) Faced with a severe sugar shortage resulting from the demands 
of World War II, the United States Government repeated its war 
policies of 1917-19 by purchasing substantially all of the sugar pro- 
duced in Cuba during the years 1942 through 1947. Cuba sold this 
sugar to the United States at very moderate prices, which were much 
below those prevailing for sugar sold by other countries on the open 
world market. It may be of interest to record that Cuba accepted, a 
few days after Pear] Harbor, the very same price which the United 
States had offered her several weeks before that “day of infamy.” <A 
less friendly nation might have asked more, and got it. 

(8) During this period, 1942-47, the United States requested Cuba 
to expand its output of sugar in order to alleviate shortages in this and 
allied nations. At the same time production of sugar in domestic areas 
was given extra assistance by offering special incentives to domestic 
producers, over and above the Sugar Act subsidies. 

(9) Producers in Cuba responded to the American request with 
large increases in output. In the 6-year period, 1942-47, Cuba pro- 
duced 28,242,000 tons of sugar (including 1,625,000 tons produced at 
the request of the United States in the form of invert molasses), as 
compared with 18,648,000 tons produced during the previous 6-year 
period—an increase of 50 percent. At the request of the United States, 
Cuba sold virtually all this sugar to the United States Government, 
which then assigned part of it tothe Allies. In contract, total domestic 
sugar industry production actually decreased 8.9 percent, from 24,253,- 
000 tons during the 6-year period 1936-41, to 22,096,000 tons during 
the 6-year period 1942-47. (These figures of domestic production ex- 
clude the Philippines, because of the fact that they were overrun by 
the Japanese and could supply no sugar to the United States or its 
allies during World War II.) Cuba’s 1947 crop of 6,448,000 tons, a 
record up to that time, was the major factor permitting the United 
States to end sugar rationing that year. Again, in the sugar crises of 
1950-51 due to the Korean war, Ci iba responded, at a price sacrifice 
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compared with the world market, to the substantially increased needs 
of the United States. The record of the emergencies clearly shows that 
the domestic sugar industry does not increase sugar production under 
those conditions. Domestic farmers seem willing to increase sugar 
production only when more profitable crops are not available; and they 
are always available in wartime. In Cuba, little else but sugar, in the 
way of an export crop, is ever available at any time. 

(10) In the summer of 1947, Congress passed the Sugar Act of 
1948, which, with the 1951 amendments is now in effect, for a period 
expiring December 31, 1956. This law renewed, with certain changes, 
the quota system initiated in the legislation of 1934. With the assent 
of the domestic sugar areas, it established fixed tonnage quotas for 
domestic sugar areas and the Philippine Islands; and assigned resid- 
ual, and therefore variable, quotas.to Cuba (96 percent of the residuum 
of total United States consumption), and to the other foreign coun- 
tries (4 percent of the residuum). That quota setup was not suggested 
by the Cuban sugar industry, but was worked out by the domestic sugar 
industry and the United States Government. It was described at the 
time as making the domestic sugar areas the “preferred stockholders” 
of the quota system—while the Cuban producers were to have common 
stock (nonvoting). Under the 1948 act (as amended in 1951 and ex- 
tended to December 31, 1956) the fixed quotas for domestic areas now 
total 4,444,000 tons per year; and, in addition, the Philippines have a 
fixed quota of 977,000 tons. Cuba receives as her quota thereunder 96 
percent of the difference between total consumption and the total of 
5,421,000 tons of fixed quotas; the other foreign countries receive 4 
percent. The current 1955 quota for sugar from Cuba is 2,667,840 tons 
or 33 percent in a provisional total consumption of 8,200,000 tons. The 
Department of Agriculture had said it expected total consumption in 
1955 would reach 8,500,000 tons, of which Cuba’s share under the pres- 
ent law is 2,955,000 tons. The 2,667,840-ton provisional 1955 figure is 
the smallest tonnage available to Cuba for any year since the Sugar Act 
of 1948 became effective ; due to the facts that, in recent years, the in- 
crease in consumption has been somewhat slower than expected, and 
the rights which the act assigned to Cuba to supply a large share of 
deficits from the fixed quota areas, now produce no substantial addition 
to her quota. (While in 1948 and years immediately following, there 
were large deficits in supplies from the Philippines and certain do- 
mestic areas, those deficits have now disappeared. ) 

Also, the amendments to the original Sugar Act of 1948 passed by 
Congress in 1951 and effective January 1953, increased the fixed quotas 
of Puerto Rico by 170,000 tons, and the Virgin Islands by 6,000 tons, 
and the percentage share of foreign countries other than Cuba was 
raised from 1.36 percent to 4 percent—substantially all of this being 
done at the expense of Cuba, and costing her a loss of 250,000 tons per 
year in what would have been her share of the American market had the 
1948 act been extended unchanged. Asso amended, the domestic areas 
assented to the continuation of the Sugar Act of 1948 to December 31, 
1956. Cuba’s present 2,667,840-ton provisional 1955 quota is 1 million 
tons less than her average annual sugar exports to the United States 
in 1920-29, and 1,250,000 less than those of 1925-29. 

4. Cuba’s economic position and trade with the United States de- 
pends on sugar exports to the United States: 
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(1) Cuba in 1953 was the sixth largest customer of the United 
States, her purchases of $426 million being exceeded only by those of 
much larger or richer states: Canada, Japan, Mexico, United King- 
dom, and Venezuela. Cuba paid for those imports with $433 million 
of exports to the United States, of which about $337 million, or 78 per- 
cent, was sugar and related products (U.S. Department of Commerce 
figures). The small difference in favor of Cuba was not enough to 
cover interest, dividends, insurance premiums, net tourist remittances, 
etc.; and the balance of payments between the two countries was un- 
favorable to Cuba. 

For 1954, Cuba was the eighth largest United States customer with 
$429 million of purchases (West Germany and Brazil having been 
slightly ahead of her that year, in addition to the 5 countries men- 
tioned above). On the other hand, United States imports from Cuba 
in 1954 amounted to but $400 million, of which $312 million was sugar 
and related products. Cuba’s total exports to all destinations in 1954 
are estimated as only about $550 million or $100 million less than the 
$650 million exported in 1953; but total imports from all sources 
amounted to $490 million (Cuban National Bank figures) in both of 
those years. That Cuba was able to maintain her 1954 purchases from 
the United States in the face of declining exports and of a worsening 
balance-of-payments picture, was due solely to her efforts to maintain 
her economy by using up monetary reserves in cme public works 
and in agricultural and industrial diversification. This policy is a 
temporary expedient, which obviously cannot continue. The Cuban 
National Bank has publicly stated that Cuba’s 1954 imports were 
“much above the levels which a balanced relation to exports would 
have required”; and the Cuban National Economic Council says that 
1954 imports were “too high in relation to exports.” 

(2) Sugar exports to the United States account for some 50 percent 
of total dollar exchange available to Cuba. About 30 percent comes 
from exports of sugar to restricted world markets of uncertain volume 
and duration. 

(3) Since 1952, the Cuban Goverment has mobilized monetary and 
credit reserves and promoted public works and other investments by 
the National Bank in a bold endeavor to reduce the unemployment 
resulting from declining sugar exports, and consequently to maintain 
stability. Nevertheless, the national income estimated at about $2,390 
million in 1952—or about. $400 per capita for the population of 6 
million—is down to about $2,070 million. 

(4) It is in no condition to stand severe shocks from a further sub- 
stantial reduction of sugar exports, and particularly of a reduction of 
such exports to the United States. 

(5) It is estimated that H. R. 5406 would, if enacted, deprive Cuba 
in the 2 years 1955 and 1956 of an American market for a total of about 
450,000 tons of sugar which she would market there if the present law 
continued in effect until its expiration on December 31, 1956. That 
loss would mean a reduction of $45 million in Cuba’s dollar purchasing 
poner, and a greater loss in her national income—since receipts from 
ler sugar exports provide the money that sustains the volume of many 
small local industries. 

(6) Sugar is Cuba’s only really large export. No others can take 
its place. Sugar accounts for over two-thirds of Cuba’s agricultural 
production. She has no material export market for other agricultural 
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products except tobacco (which is about one-tenth the volume of 
sugar). Cuba has no really large industries, besides sugar, and has 
neither fuel nor other resources to develop them. It is well-known 
that her standard of living, the soundness of her money, her political 
as well as economic stability, her resistance against communism— 
everything depends on the export outlet for her sugar and 60 percent 
of that outlet, dollarwise, depends on the existing American sugar 
quota legislation. 

5. What H. R. 5406 would do to Cuba’s quota: 

(1) Under the present law, running until December 31, 1956, Cuba’s 
quota is the following formula: 

96 (total consumption —5,421,000) 
Cuba’s quota =2H———-—aA——- 
100 

(2) H. R. 5406 increases the 5,421,000 by (a) a flat 188,000 tons, to 
5,609,000 tons; and by (0) 55 percent of any increase of total consump- 
tion over 8,388,000 tons. It is, therefore, obviously incorrect to say 
that H. R. 5406 does not decrease Cuba’s quota. 

(3) Some persons, who appear not to understand the quota formula 
of the law, attempt to claim that H. R. 5406 will take nothing away 
from Cuba. What they mean is this: That since total consumption 
for 1955, now provisionally set (for price purposes) at 8,200,000 tons, 
is expected to reach at least 8,388,000 tons, the 188,000 tons taken away 
by TL R. 5406 would presumably be offset by the like adjustment 
upward of the total consumption figure, in which event Cuba’s present 
tonnage, under the provisional 8,200,000-ton figure, would not be 
affected. This reasoning is simply to ignore the fact that if the total 
consumption is 8,388,000 tons, the existing law entitles Cuba to 180,000 
of the 188,000-ton increase above 8,200,000. H. R. 5406 takes that 
right away from her retroactively. 

(4) On the basis of conservative expected final consumption esti- 
mates of 8,400,000 tons for 1955, and of 8,550,000 tons for 1956, H. R. 
5406 would deprive Cuba of her present right, under the existing law, 
to 186,816 tons in 1955 and 256,016 tons in 1956, or a total of 452,832 
tons in the 2 years. 

(5) For its 8-year life, 1955-62, H. R. 5406, as compared with the 
present law if extended through 1962, would deprive Cuba of 180,000 
tons per annum, plus 52.8 percent of the annual increase of consump- 
tion over 8,388,000 tons. The total cumulative disadvantage to Cuba 
through 1962, on that basis, and assuming an annual increase in con- 
sumption of 150,000 tons, would be some 3,500,000 tons, representing 
$350 million in Cuban buying power, in dollar exchange. 

(6) In the above calculations we have disregarded an additional 
prejudice to Cuba in H. R. 5406, i. e., elimination of her historic 
right to share, pro rata, with domestic areas, in filling any domestic 
deficits. This whaane in established policy should not be made against 
nation which buys 80 percent of its total imports from the United 
States, 

(7) In weighing the immediate damage which H. R. 5406 would 
do to Cuba, it is well to have in mind that Cuba’s 1955 sugar crop has 
already ended, and the sugar to supply her quota this year, under 
the formula of the existing law on the basis of expected consumption 
of 8,400,000 tons, has already been made. Furthermore, the cane to 
make her quota under the formula of the existing law for 1956, was 
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planted long before 1955, most of it before 1952, to say nothing of 
the surplus reserve stock of about 1,200,000 tons of sugar which Cuba, 
relying on the existing law, set aside in 1952 for marketing in the 
United States in 1955, 1956, and 1957. 

(8) The domestic producers try to support the proposals of H. R, 
5406 by alleging: 

(a) That they already have a surplus above their quotas. For 
months we have been unable to find out how much that surplus is, 
or where it is. No one has explained why the financing and carrying 
of the surplus should involve any difficulty in the United States of 
America, the richest Nation in the world. Little Cuba, herself alone, 
has carried for 3 years a surplus of from 1 to 2 million tons. The 
real objective of bills like H. R. 5406 seems to be a substantial increase 
of subsidized domestic production. 

(6) The domestic areas further claim that they should have a 
right to share in the growth of America, by receiving, with sub- 
sidies and tariff protection, a right to more than one-half of the 
annual increase in consumption due to growth of population. In 
making H. R. 5406 claim retroactive to January 1, 1955, they disre- 
gard the fact that they were the authors of their own liberal fixed 
guaranteed quotas of the 1948 act, which in 1951 they ratified and 
extended for 4 years more, until December 31, 1956. Cuba and others 
have a right to rely on that action of 1951 as a commitment—espe- 
cially as the amendments were to cost Cuba 250,000 tons per year, 
including 170,000 tons for Puerto Rico and 6,000 tons for the Virgin 
Islands, both of them domestic producers. We are unaware of an 
emergency so grave as to warrant a retroactive revocation of what 
was deliberately done in 1951. 

(9) Cuba justifiably regards the 1951 amendment and extension 
of the Sugar Act of 1948 as a moral commitment by all interested 
parties until December 31, 1956. Relying on that, she framed her 
courageous and constructive sugar readjustment and restriction policy 
until that date. Criticism of Cuba for having made a big crop in 
1952, which unexpectedly left her with a 2-million-ton surplus, comes 
with little grace from Americans. The extra cane which caused 
that surplus was planted in the summer and fall of 1950, when the 
Korean fighting was threatening to engulf the world in war, and 
the United States had called on Cuba to deliver to it all Cuba’s reserve 
stocks, and Cuba did so, at a price below the free world market. Was 
it unjustifiable, in such war conditions, for Cuba to plant more cane? 
Certainly not. When the world was fortunately spared from war, 
the cane was ripe and had to be harvested to prevent a frightful loss; 
but Cuba did not complain—she shouldered and carried her heavy 
reserve or surplus of 1952, for orderly marketing in the United States 
in the 5 years, 1953-57, in reliance on the Sugar Act of 1948, as 
amended and extended in 1951, for the period expiring December 31, 
1956. 

Having reviewed the history and the facts of Cuba’s situation, and 
the retroactive and future effects of H. R. 5406 on Cuba, we submit 
the following points: 

6. To increase quotas for domestic sugar areas at the expense of 
Cuba’s position under the Sugar Act of 1948 (as amended in 1951) 
would be unfair to United States taxpayers: 








r of 
1 
the 


.R, 
For 
3 is, 
ing 
3 of 
one, 


2ase 


ind 
mit 


of 
51) 





AMENDMENTS TO SUGAR ACT OF 1948 423 


(1) Domestic beet- and cane-sugar producers are the only groups 
in the United States with the three-way protection of tariffs, quotas, 
and subsidies. They have enjoyed these ever since the passage of 
the Sugar Act of 1934. To increase quotas for domestic areas, as 
sroposed in H. R. 5406, would increase the total subsidies received by 
sontuatie rowers, and, therefore, the burden on United States tax- 
payers. The subsidies are received by the growers of sugar beets 
and sugarcane in the United States, including the insular areas, under 
the provisions of the Sugar Act of 1948, in the principal form of 
a so-called conditional payment. One of the conditions for receiv- 
ing the payment specified in the act is that growers comply with 
production allotments designed to keep the output of each area in 
line with its quota. With prudent allotments plus compliance, there 
ought to be no substantial surpluses. The subsidies now being paid 
amount to over $64 million per year, and have exceeded a total of $1 
billion since they were first initiated in 1934. In 1952 the subsidies 
went to fewer than 65,000 payees, In the continental United States 
alone, there are about 5,380,000 farms. Thus, the subsidies are of 
direct benefit to only an extremely small proportion of United States 
farmers. They constitute a burden on other farmers who, as tax- 
payers and consumers, help to pay the subsidy provided by the Federal 
Treasury. 

(2) Domestic producers contend that their subsidy or conditional 
payments, however expensive for United States consumers, cost 
United States taxpayers nothing. This something-for-nothing theory 
is that domestic sugar, like that imported from Cuba and other coun- 
tries (imported sugar is unsubsidized) is subject to an excise tax, and 
that the combined proceeds of this tax have exceeded the subsidies paid 
to domestic growers. Hence, they argue United States taxpayers 
have not been out of pocket. Not only does their argument ignore the 
fact that the tax is reflected in the price of sugar to the consumer, but 
also fails to mention that there is no legal relation between the subsidy 
payments and the proceeds of the excise tax, except that both involve 
the general funds of the United States Treasury. 

(3) The fact is that every ton of increase in domestic quotas at the 
expense of foreign quotas, would cost the United States Treasury a 
net of $23.50. 

7. H. R. 5406 will gravely reduce Cuba’s purchasing power for 
American products : 

The loss to Cuba in expected sugar exports to the United States will 
amount to not less than 180,480 tons (96 percent of 188,000 tons) 

r year regardless of the quantity of sugar consumed in the United 
States. As consumption increases in future years, the loss would 
become greater and greater, by some 80,000 tons per year. The loss 
of expected sugar receipts by Cuba for 1955, at current sugar prices, 
would amount to nearly $19 million. For 1956 it would be about $25 
million; for 1957 it would, as compared with the existing quota 
formula, amount to about $33 million, and thereafter the loss would 
probably increase by $8 million a year, over the figure of the previous 
year. ese are very important sums in the modest economy of Cuba, 
and would seriously limit her purchasing power, especiallv for dollar 


goods. 
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8. To increase quotas for domestic areas at the expense of Cuba 
would be unfair to United States farmers, manufacturers, and 
laborers : 

As already stated, United States farms and factories have long 
‘found Cuba one of the world’s best markets for their products. 
Cubans earn their dollars to buy those products chiefly by the sale of 
sugar to the United States. To the extent that American imports of 
Cuban sugar are decreased, Cuban purchases from the United States 
would be reduced. Today the United States is faced with an acute 
surplus of agricultural products, and, consequently, the maintenance 
of the Cuban market. has a special importance. Cuban purchases of 
those agricultural commodities which constitute the United States most 
embarrassing surpluses—wheat, cotton, corn, and rice—are especially 
important. In 1954, Cuba purchased $11 million worth of wheat and 
wheat flour from the United States; $29 million worth of cotton and 
cotton textiles; $38 million worth of rice; and $34 million worth of 
lard and other pork products (the principal outlet for United States 
corn). Total agricultural exports to Cuba were over $150 million. 
Reducing the quota for sugar from Cuba will make United States farm 
problems even more difficult to solve. A recent Department of Agri- 
culture pamphlet emphasizes strongly the great importance of Cuba 
as a market for American farm products. The importance of Cuba as 


a market for United States agricultural products is shown by the fact 
that, according to an estimate based on Department of Agriculture 
data, Cuba in 1953 bought the production of a total of 1,478,000 acres. 
This figure exceeds by 29.7 percent the total United States continental 
acreage (1,139,000) planted to beets and cane for sugar production in 
the same year. A recent survey showing the point of origin of United 


States exports to Cuba in 1953 discloses that such shipments originated 
in 47 of the 48 States (all the States except North Dakota), and were 
made by more than 18,000 United States manufacturers and export- 
ers located in more than 1,800 cities and towns. In 1954 nonagricul- 
tural United States exports to Cuba were over $280 million, The 
injury resulting from reduced United States exports to Cuba would be 
nationwide. 

9. An increase in domestic sugar quotas, such as provided in H. R. 
5406, would be unfair to United States consumers: Under a free- 
enterprise system, consumers should be permitted to obtain their sup- 
plies of sugar from efficient, economic sources of production. Secre- 
tary of Agi ‘culture Benson has recognized that this principle should 
apply to American agriculture. He said on February 4, 1955: 

Farmers want to produce for markets, not for Government bounty * * *. 
Government policy must not be permitted to freeze agricultural production in 
uneconomic patterns. 

An increase in uneconomic, subsidized domestic sugar production 
would materially result in increased amounts of beet sugar being 
sold in eastern markets, at high transport expense. Under these cir- 
cumstances, there inevitably would be a demand by domestic sugar 
producers for higher prices. Since unsubsidized Cuban sugar would 
not be permitted to compete against such marginal domestic produc- 
tion, sugar prices would tend to rise. 

10. Increasing domestic sugar quotas at the expense of the quota for 
sugar from Cuba would be unfair to American capital invested in 
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Cuba, and inconsistent with the United States policy of encouraging 
investment in Latin America: The American investment in the Cuban 
sugar industry was made chiefly between 1902 and 1923, for production 
for the American market. This basis was almost destroyed by the 
Tariff Act of 1930, which placed a duty of 2 cents per pound on sugar 
from Cuba. The discouragement of United States investors in Cuba 
continued in only slightly abated form during the 1930’s with sugar 
quotas in effect. H. R. 5406 and companion bills renew the discour- 
agement. Such discouragement of United States investments abroad 
clearly is inconsistent with the announced policy of the United States 
Government to encourage foreign investments by private individuals. 

11. To increase domestic quotas would jeopardize United States 
sugar supplies in the event of war or national emergency: The situa- 
tion, previously mentioned herein, that developed in the United States 
in the World War II period is the best possible evidence of the fact 
that in periods of emergency, the United States must depend upon 
Cuba for increased papelies of sugar. During such periods, domestic 
producers, particularly sugar-beet growers, tend to reduce their out- 
put because of greater incentives to raise other crops. This happened 
in both World Wars and in the Korean emergency. In effect, the 
United States seems to rely on Cuba to carry a stockpile of cane or 
sugar, or both. H. R. 5406 will reduce Cuban production, and elimi- 
nate cane plantings accordingly. 

12. To increase domestic quotas would not only damage the Cuban 
economy but also intensify the Communist danger in Cuba: Cuba is 
geographically and strategically vital to the Western Hemisphere de- 
fense system. Consequently, Cuba’s political and economic stability 
which is dependent on sugar is an essential concern of United States 
foreign policy and has been since before the turn of the century. Be- 
cause of Cuba’s geographical position and its resources, a prosperous 
and stable Cuba makes an invaluable contribution to American 
strength, while a depressed and chaotic Cuba could prove a source of 
danger for this country. Our Guantanamo Naval Base, one of the 
most important in the Western Hemisphere, is held by the United 
States under lease from Cuba. Unable to market all the sugar pro- 
duced in 1952, Cuba was forced to reduce its output in 1953, 1954, 
and 1955. Production for 1955 is about 37 percent below that of 
1952. As her outlet to world sugar markets has decreased, in tonnage 
and in price, it is her United States quota which keeps her sugar in- 
dustry going, and it is the sugar wage which is the mainspring of the 
Cuban economic machine. Due to restricted markets, wages in the 
Cuban sugar industry have had to be reduced so that the take-home 
pay of sugar workers this year is about 40 percent less than it was 
in 1952. In Cuba there are more than 40,000 farmers engaged in cane 
production; they cannot turn to other agricultural activities. Km- 
ployment in sugar production and processing is 500,000, but the work 
is only seasonal and for less than 6 moaths per annum. It is generally 
believed in Cuba that 1 million of the 6 million people are unemployed 
or inadequately employed. It is extremely difficult to develop new in- 
dustries, for the lack of export markets, as well as of resources other 
than soil and climate. The economy of Cuba is seriously strained. 
A further reduction in the share of the United States market allowed 
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to Cuban sugar can only make the whole Cuban situation even more 
precarious. 

13. To increase domestic quotas before the expiration of the present 
Sugar Act would violate a moral commitment to Cuba: The present 
Sugar Act, by its terms, is scheduled to remain in effect until December 
31, 1956. H. R. 5406 would alter this situation retroactively to Jan- 
uary 1, 1955. Since the inception of the United States sugar quota 
system, Congress has never made any change in quotas effective before 
expiration of the statute then in force. Cuba naturally relied upon 
the terms and duration of the 1951 United States sugar legislation in 
planning, after the 1952 crop, its output and marketing of sugar 
through 1956. To upset this legislation before its expiration, and in 
a manner highly injurious to Cuba, is regarded as unfair by Cuban 
opinion. Cuba has great admiration for the integrity and ideals of 
the United States, and has believed that when Congress establishes a 
sugar system for a period of 4 years, and when that system largely 
determines the economic future of Cuba, the Congress will not favor 
changing the rules before the term of the statute expires. 

14. To increase domestic quotas would benefit only a limited num- 
ber of people in this country: As previously mentioned, the total 
number of subsidy recipients under the Sugar Act is about 65,000. 
A comparatively small number of these receive the largest. payments. 
For instance, in Florida in 1953, one sugar planter is reported to have 
received $750,000. In 1949, in Hawaii 27 cane growers received in 
excess of $100,000 each, in Louisiana 2 received such payments and in 
Puerto Rico 9. The average sugar-beet grower in California received 
$4,846 in Sugar Act payments in 1953; there were only 2,795 sugar 
producers in that State in that year. In no State did the percentage 
of sugar-beet receipts to total farm receipts, in 1953, reach as much as 
6 percent. In Cuba, sugarcane accounts for two-thirds of total agri- 
cultural income. 

15. An increase in domestic sugar quotas is unnecessary to meet the 
legitimate needs of the domestic sugar industry: As already stated, 
domestic sugar producers have argued that the Sugar Act should be 
revised in their favor 2 years before its expiration date because (1) the 
domestic industry claims to have a surplus, and (2) the domestic in- 
dustry claims a right to participate on a subsidy basis in the growth of 
the United States sugar market. The existence of a surplus in do- 
mestic areas is difficult to understand. The Secretary of Agriculture 
is authorized to impose acreage limitations to prevent overproduction 
of sugar in domestic areas. The limitations actually imposed by the 
Department have apparently not proved sufficient to prevent some, 
though relatively unimportant, overproduction of both beet and cane 
sugar in the United States. Domestic producers may have resisted the 
imposition of effective restrictions. The solution proposed by do- 
mestic producers for this overproduction, which has occurred contrary 
to the intent of the act, is permission to produce and market more, and 
to receive a subsidy from the Government for the increased produc- 
tion. A permanent 188,000-ton increase in quotas as proposed by 
H. R. 5406 is a strange solution to propose for a problem of a small 
and accidental surplus. That and the growth formula show that 
the real purpose is to expand subsidized production. 

16. It is, we believe, abundantly apparent that the proposals in 
H. R. 5406 are adverse to the national interests of the United States 
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as a whole. If enacted, they would reduce the exports of American 
farms and factories to Cuba, would tend to jeopardize the supplies of 
sugar for the United States during times of emergency, would be 
likely to have unfavorable repercussions on America’s long-standing 
commercial relations with Cuba; and would benefit only a relatively 
small group, at a high cost to the rest of the Nation. H. R. 5406 
and all similar proposals should, therefore, be rejected by the Con- 
ess. 

17. The June 8 declaration of the American Government authori- 
ties of their views on pending sugar legislation as confirmed on June 
22 at the hearings on H. R. 4506 implicity recognizes the validity of 
much of our criticism of H. R. 4506, but unfortunately does propose 
to modify the existing law as of January 1, 1956, instead of respecting 
the moral commitment until the end of that year. The substance of 
the administratien formula as regards Cuba, is as follows: 

(1) No alteration of the quota status of Cuba during 1955. 

(2) For 1956 and future years (through 1962) continuation of 
Cuba’s present share of a total consumption of 8,350,000 tons, and 
division of the excess over that figure as follows: 55 percent to do- 
mestic areas and 45 percent to foreign countries, including Cuba. The 
administration further proposes that, beginning January 1, 1957, 
Cuba’s proportion of the amount of increased consumption available 
for foreign countries should be reduced from the 96 percent of the 
whole (which she enjoys under the existing law) to only 27 percent 
(60 percent of the 45 percent). The foreign full-duty countries, which 
now have 4 percent of the whole increase, are boosted to 18 percent 
thereof (40 percent of 45 percent). Thus, Cuba, vis-a-vis the full- 
duty countries, is dropped from a 96-4 ratio to a 60-40 ratio. 

(3) The administration formula repeats the proposal of H. R. 5406 
to give the domestic areas preference over Cuba on the proration of 
domestic deficits. 

(a) While appreciating the difficulties of the problem, we sincerely 
regret that the American Government did not draft its formula in 
terms which would have maintained the sanctity of the moral under- 
standing of 1951, whereby the then existing law was extended (with 
modifications) until the end of 1956. It is difficult to understand why 
this was not done— because of the great principle. We think it 
unwise, to alter, unilaterally and retroactively, arrangements with a 
small and friendly country and important customer, like Cuba; and 
emphatically so, when Cuba has based thereon its policies in tackling 
the difficult sugar problem for the past 3 years. In disregarding this 
principle, the administration formula deprives Cuba of some 50,000 
to 75,000 tons of what she is entitled to send to the United States in 
1956 under the existing law. Over the period 1956-62, the total 
amount of reduction of market involved in this feature of the for- 
mula is some 400,000 to 600,000 tons, depending on rate of increase 
in consumption. 

We also regret that, in eecens to restore the peeranen of the pre- 
war Sugar Acts whereunder the domestic areas shared in the growth 


of consumption, the administration recommends in substance the re- 
establishment of the prewar percentages—55 percent for the domestic 
areas, and 45 percent for the foreign areas. On the historical record 
of 50 years, this is too generous to the domestic areas and too harsh 
to Cuba. It was part of the 1934 quota formula, which perpetuated 
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the most unfavorable period of Cuba’s sugar shipments to the Ameri- 
can market, 1931-33, consequent on the Smoot-Hawley tariff, and 
allowed Cuba only a very slender chance ever to regain the tonnage 
level of 1920-29. Under the 55-45 formula of the administration 
plan, Cuba, in 1962, and on the basis of a 150,000-ton annual increase 
in consumption, would be allowed a tonnage in this market some 400,- 
000 tons less than the 3,630,000 tons of her average annual shipments 
in the 10 years, 1920-29—and 700,000 tons less than the average in 
the 5 years 1925-29—whereas total consumption in 1962 would be some 
40 percent higher than in 1929. 

(6) We respectfully urge the committee to reject the administra- 
tion’s extraordinary proposal to quadruple the growth-tonnage of 
the full-duty countries at the expense of Cuba. The present ratio 
is that Cuba has 96 percent of the foreign country total and the other 
foreign countries have 4 percent, having been increased from 1.36 to 4 
percent by the Sugar Act amendments of 1951. That change cost 
Cuba about 75,000 tons per year of its United States quota. At that 
time no historical or persuasive economic considerations were ad- 
vanced for that action The new proposal will cost Cuba about 15 to 
20,000 tons in 1957, and in 6 years would total some 350,000 tons. 
No new reasons are given. The sugar industries of the Dominican 
Republic, Peru, Mexico, and others of the full-duty group were not 
built for the purpose of supplying the United States market, whereas 
the Cuban industry has for a century or more been devoted primarily 
to that outlet. Prior to the establishment of the quota system, the 
full-duty countries were normally small and irregular suppliers of 
sugar to the United States. Since World War II most of those 
countries have greatly expanded their sugar industries by building 
new factories, etc. Peru, which sold sugar at high prices during 
World War II, is producing record crops and has refused to enter 
the International Sugar Agreement. Mexico has record production, 
developed for the internal market and the world market other than 
the United States. The Dominican Republic is producing at levels 
near its peak. All these countries also produce widely diversified 
agricultural and/or mineral products. Naturally they would like to 
sell more sugar to United States market, but continued inability to 
do what they have never done before is not taking anything away 
from economies that have never depended on the American sugar mar- 
ket. What is to be given them is not at the expense of the domestic 
industry, but of Cuba alone. 

(c) It is unwise to require Cuba to surrender to the domestic areas 
quota which is rightfully hers until December 31, 1956, under the 
existing law. It may also be unwise that Cuba be required by the 
United States to lose further tonnage in favor of American relations 
with other countries whose sugar history and sugar and commercial 
relationships with the United States have always been, and should, 
we believe, continue to be, on a far different plane from Cuba’s. 

18. Considering— 

(1) The important outlets and advantages which the Cuban 
market offers United States products; 

(2) The record and importance of Cuba as principal sugar 
supplier to the United States; ; 

(3) The vital sugar role of Cuba in times of emergency ; 
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(4) The importance of Cuba in national defense and the 
strategy, military and political, of the free world ; 

(5) That the political and economic stability of Cuba depend 
on the outlet for her sugar in the United States market ; 

(6) That the Cuban sugar industry in its present form was 
built in 1902-23, largely through American legislative and eco- 
nomic policy and with Anes capital, to supply the American 
market with some 4 million tons per year ; 

(7) That the limitation by the Smoot-Hawley tariff of 1930 
and the quota acts of 1934 and 1937 of Cuba’s share of the United 
States sugar market, both proportionally and in absolute ton- 
nage, to the lowest basis since 1912 has denied to Cuba for 25 
years permission to recover, even in a period of rising consump- 
tion, the tonnage position she had in the 1925-29 period (3,900,000 
tons per annum)— 

in view of these facts, and the long and close political and economic 
relations between the two countries for over 50 years, we urge, with 
justification, that the United States should decide, in its own best 
interests, to extend for some years more the existing sugar legislation, 
thereby permitting Cuba gradually to recover the tonnage position 
in the United States market which she formerly enjoyed, and which 
was taken away from her by the tariff and quota policies of the late 
1920’s and early 1930's. 

If the United States decides that this is not feasible at this time, we 
believe that the facts show that the overall national interest of the 
United States will be prejudiced accordingly. 


MEMBERS OF THE UNITED STATES CUBAN SUGAR COUNCIL 


Central Altagracia Sugar Co. 
Central Violeta Sugar Co. 
Cuban-Atlantic Sugar Co. (Cia. Azuc. Atlantica Del Golfo) 
Guantanamo Sugar Co. 

Manati Sugar Co. 

Miranda Sugar Co. 

Punta Alegre Sugar Corp. 

The American Sugar Refining Co. 
The Cuban-American Sugar Co. 
The Francisco Sugar Co. 

The New Tuinucu Sugar Co. 
United Fruit Co. 
Vertientes-Camaguey Sugar Co. 

(The tables and charts accompanying the above statement have 
been filed with the committee. ) 

Mr. Crossy. As I said, I do not intend to read the statement, but 
rather to direct my remarks to issues which have been developed in 
the course of these hearings and which I think merit some further 
discussion and consideration and clarification. 

First of all, I want to identify myself and the council which I repre- 
sent. I am an American citizen, born in the State of Maine, and am 
now a resident of Cuba, where I am employed chiefly as the executive 
head of a group of operating sugar companies which are owned by the 
Cuban Atlantic Sugar Co. of which I am also president. 

The Cuban Atlantic Sugar Co. is a Delaware corporation, a holding 
company, whose stock is listed on the American Exchange in New 
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York and has about 5,000 stockholders, predominantly American citi- 
zens. 

I appear here in my capacity as chairman of the United States 
Cuban Sugar Council. The United States Cuban Sugar Council is a 
voluntary association composed of a group of American-owned com- 
panies doing business in Cuba in the soaieatian, of sugar. We have 
13 members. I think practically every American-owned mill in Cuba 
is represented in that group. There may be 1 or 2 privately owned 
units which are of American nationality in their ownership but which 
are not members of our council. 

The majority of those 13 companies are publicly owned companies 
whose securities are listed on the New York Stock Exchange or other 
exchanges, and they have thousands of stockholders. In the aggre- 
gate these companies represent an investment in the Cuban sugar 
industry at written-down values of about $250 million. The original 
investment, however, represented by their present properties was 
very much higher. I can illustrate that by saying to you that the 
company of which I am now the head is the result of two drastic 
reorganizations which were brought about by the depressed sugar 
conditions of the late 1920’s and the early 1930's, and to some extent 
the tariff policy at that time played a part in bringing about those 
conditions. 

In those reorganizations $100 million of capital was wiped out. It 
had been lost in the industry. At the present time the company which 
I head which includes those properties that went through those reor- 
ganizations and some other properties which were subsequently ac- 
quired is capitalized at a very low basis, with approximately 2 million 
shares of stock outstanding, par value of $5, and selling in the market 
at about $12 a share, which is hardly the net current asset value of 
the enterprise at the close of its last fiscal year. 

The group that the United States Cuban Sugar Council represents 
consists as a whole of about 38 or 39 sugarmills in Cuba which make 
approximately 40 percent of the Cuban production. Their capacity, 
illustrated by what they produced in the 1952 record crop of Cuba is 
about 3,275,000 tons of output per year. Their actual production in 
1955 is very much less due to the Cuban restriction and readjustment 
program. Their actual output amounted in 1955 to about 1,950,000 
tons. So much for that personal and official background. 

The CHarrman. Will you yield there for one statement? What 
share of the Cuban quota goes to the group that you represent ? 

Mr. Crospy. Of the American quota? 

The CuatrMan. Yes. 

Mr. Crossy. Cuba’s American quota is approximately 40 percent, 
sir. There is no discrimination in the assignment by the Cuban gov- 
ernmental authorities of the quota classifications of our annual pro- 
duction as between different quotas; that is, we have the same per- 
centage of our production that goes to the American market as of the 
production of the Cuban-owned mill. It is a uniform formula. 

The CHarrman. Roughly, in tons what did it amount to last year? 

Mr. Crossy. It would be pany 50 percent of the production des- 
tined this year or next year to the American market, because we have 
an overlapping system of quotas. 

I weal? say that of the 1,950,000 tons that I mentioned as the pro- 
duction of that group you would consider close to 1 million tons, or 
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900,000 tons—close to 1 million tons as the part of that production 
which will come to the United States under the existing law. Do I 
make it clear? 

The CHarrMaNn. Yes. 

Mr. Crosspy. There are several matters I want to take up with you. 
Some of them for purposes of clarification and some for the purposes 
of supplementing information which has not been fully brought out 
here or developed fully in my written statement. 

In the first place, I think itis well to talk about what has been 
referred to here as the moral commitment embodied in the now exist- 
ing legislation. 

When the 1948 act was being considered in the Congress, first in 
this committee, there was ee report by this committee which has 
been mentioned already in this hearing in which there was a very 
clear statement that the pattern quota set up in the 1948 act did not 
represent a permanent production and distribution pattern. That 
was a very clear statement. And with that warning, however, I think 
the interpretation of it was that it was a pattern for 5 years which was 
the duration of the act, without any commitment as to the policy after 
the expiration of the 5 years. 

In 1951, when the amendment and extension act was introduced 
and heard by this committee under the present chairman, the pre- 
sentation of the proposal was made in a form and substance which 
indicated to all present, I think, that the formula that had been 
worked out in the amendment was the wish of the entire sugar in- 
dustry. There were representatives of Cuba who appeared in the 
hearings.. I appeared myself on behalf of the American Chamber of 
Commerce of Cuba. And we recorded certain dissent from some of 
the details or principles on which the formula had been arrived at, but 
our opposition was not vigorous and not intended to be vigorous, be- 
cause what had happened was that a formula had been arrived at by 
conferences and conversations and agreements. 

The CuamrMan, May I interrupt you? 

Mr. Crospy. Yes, sir. 

The Cuamrman. When the matter was presented to this committee 
every segment of the sugar industry affected was in agreement? 

Mr. Crossy. That is right, sir. 

The Cuarrman. We had no extended hearings. 

Mr. Crossy. No, sir, they were very short. 

The Cuarrman. Very well. 

Mr. Crossy. In the House report issued on those amendments there 
is no specific development of the duration of the extension or of 
policy inferences or canclusions which might be drawn from the 
extension—nothing similar to the sound and clear statement that was 
in the 1948 report. I think the committee undoubtedly felt it was 
not necessary to repeat in the report of 1951 the principle that had 
already been set forth in the report of 1948. 

In the Senate report, however, there did appear a statement on 
page 13 of the Senate report on the bill amending the Sugar Act, 
H. R. 4521, 1951, after reviewing all of the provisions, the Senate 
report contains a sentence at the bottom of page 13 on the subject of 
arguments as to differences between quotas, and whether they were 
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wise—whether all of the provisions were wise in every respect—they 
did say this: 

However ample protection is afforded all areas in that the duration of the 
proposed legislation is for only 4 years. 

There were some interesting debates in the Senate on the amending 
bill of 1951. Senator Ellender who was the leading sponsor of the 
bill pointed out in the Congressional Record of August 22, 1951, in 
that debate, that is, as the chairman of this committee has just said, 
that the {bill was the result of conferences with the users and the 
producers and all others concerned, and they all agreed to its pro- 
visions. Later in his speech to the Senate he dwelt with particular 
emphasis on the importance of the fact that the bill was a 4-year bill, 
and I would like to read some of his remarks. They are very per- 
tinent in connection with this moral commitment issue. He said 
this—this is on page 10717 of the Congressional Record of August 
22, 1951: 

A witness appeared in behalf of the industrial users of sugar. He recom- 
mended that the term of this extension be for only two years * * * As to the 
life of the Act, it would be unwise to make the Sugar Act subject to expira- 
tion and amendment on so short an interval as 2 years. It takes almost that 
length of time to plan, prepare land, * * *. In the case of sugarcane the cost 
of planting is extremely high and only the fact that from 2 to 5 crops can be 
harvested from one planting makes it profitable to raise. So you see that the 
very laws of nature make such a suggestion impracticable and impossible. 
Crop rotations must be planned for a longer period and farmers simply would 
not be interested in raising sugar crops which would be subjected to the un- 
certainties of legislation every 2 years * * *. Therefore, if our sugar legis- 
lation is to be fully effective in stabilizing domestic production the legislation 
needs to be extended promptly and the program should be set up for a minimum 
time they plant their crops that it will be in effect at marketing time. 

With that background, the Cuban sugar industry felt that the 1951 
amendment set the pattern until the end of December 1956, the 4-year 
extension which took effect in January 1953. And they proceeded 
on that basis. And Cuba has planned her difficult problem of dis- 
posal of her heavy surplus resulting from the 1952 crops on that basis. 

When the present pending legislation became a matter of acute 
discussion early in the winter the subject of the possible commitment 
in existing legislation was a matter of discussion in the press. And 
on January 27 or 28 it was reported in the press that President 
Eisenhower, questioned with respect to an official visit by Senators 
and Congressmen from the domestic sugar-producing States, had 
said that he was in general in favor of considering an overhauling 
of the Sugar Act this year, but that he would not want to violate any 
commitment or any agreement—I think that was the word he used— 
I think his phrase was, “provided we do not violate any agreement.” 

A oe of weeks later Vice President Nixon was on an official 
visit to Cuba and was widely quoted in the Cuban press at that time— 
and I think the American press also—there were statements to the 
effect that his personal opinion was that the sugar legislation was not 
likely to be adopted effective before the end of December 1956. He did 
recognize, however, in speaking on that subject before the Cuban 
Senate and Cuban House of Representatives, of course, as he put it, 
“One could not predict what course the Congress of the United States 
might take on such a subject.” And he was expressing his personal 
opinion. 
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The Cuarrman. He was making a very pleasant speech, was he not ? 

Mr. Crospy. He was, sir. And it was pleasantly received. You 
can imagine. However, it did give the impression of a man in high 
--> of that kind in Cuba that if not expressing officially the policy 
or the administration that he was giving expression to views that were 
held within the administration. I do not wish to make that point 
too strong, but merely to say that it seemed to ratify in the public 
mind and certainly in the mind of the sugar industry in Cuba the 
opinion that we had had from 1951 as to the nature of the 1951 
amendments. 

Well, now, with that background, what are we faced with? And I 
think we all have to be frank and consider that there are problems 
here on both sides of the sugar fence. 

As Mr. Myers has so clearly explained in response to questions and 
requests made by the chairman, there is an excess of inventory in the 
domestic-beet area. It is not very large, fortunately. He said, I 
think, 100,000 to 150,000 tons. 

There is a more serious excess of inventory in the mainland cane 
area. It is more serious in tonnage and more serious in ratio, because 
it is 228,000 tons as against a quota base of 500,000 tons. And obvi- 
ously the committee and the Congress and the administration are con- 
cerned to do something to solve the problem presented by those excesses 
of inventory. 

My view on that is that that is a different question from the share 
in the growth increase in our consumption and should be considered 
as a temporary, an accidental situation, to be relieved by temporary 
and specific measures directed to that end. And along that line appar- 
ently is the thinking of the administration, because there has come 
the suggestion of the 100,000-ton relief purchase. 

In Cuba, on the other side of the fence, we have a terrific surplus 
situation. The figures submitted by Mr. Myers show that we had 
sugar in the bag—surplus sugar in the bag—representing a total of 
about 1,250,000 tons without counting as part of our effective surplus 
the cane in the field. You will remember Mr. Myers counted beets in 
the field and cane in the field in the United States as part of the 
effective surplus. Well, Cuban sugar in the cane in the field at the 
end of this crop, this 1955 crop, was approximately 1,800,000 tons. 
If Cuba had before her a large and expanding sugar market that sur- 
plus could be lived with and worked off. And that was our hope in 
1952 when we had to set this surplus aside. At that time it was 2 
million and not 1,250,000. But Cuba does not have that outlook in the 
sugar market, that is, in the United States and world markets together. 

She faces rather the prospect of narrowing markets, particularly in 
the world market, because of the natural tendency of soft currency 
countries to resist the importation of dollar sugar. And she has 
followed a policy of trying to hold her surplus, to work it off grad- 
ually, and at the same time to maintain the rhythm of her economy: 
to maintain wages, to maintain national income, to even maintain the 
volume of her imports. And the statistics on that—I do not want to 
bore you with many figures, but they are very impressive. 

In 1953 Cuba’s total exports were $650 million, that is, to the United 
States and the world combined. Her imports in 1953 totaled $490 
million, of which about $425 million came from the United States. 
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In 1954 her total exports—and the significance is emphasized by the 
fact that 80 percent of her exports are sugar here—her total exports 
fell to $550 million in 1954. 

Those are Cuban figures, estimated by the Banco Nacional of Cuba, 
which corresponds to our central bank system in the United States. 
The details have not yet been published by the Cuban authorities, but 
there was a drop of $100 million in exports between the 2 years. 

On the other hand, the Banco Nacionak.estimates: total Cuban ,im- 
orts in 1954 at the same figure as 1953, namely, $490 million. The 
Jnited States share of that, according to our own Department of Com- 

merce figures, was a little bit higher than the dollar amount in 1953. 
It was about $429 million to Cuba, exports, as against $426 million 
in 1953. 

How does Cuba do that? It is a pretty remarkable thing that a 
nation which suffers a drop of $100 million out of $650 million of ex- 
ports maintains its imports. Cuba did it by maintaining wages and by 
— her dollar foreign-exchange reserves and by using her bank 
credit. 

The dollar exchanges of the Banco Nacional between 1950 and 1955, 
the end of 1954, have fallen from 95 percent backing of the Cuban 
currency to about 65 percent backing of the Cuban currency. And 
the drop in millions of dollars is about $135 million to $140 million. 
That is very serious in a country the size of Cuba. 

In addition, the Cuban Government has followed a policy of public 
works construction and development. They are spending a tremen- 
dous amount of money on roadbuilding. It is tremendous for the size 
of the island. They are financing diversification developments 
wherever they can. And they are using the saved up reserves of the 
country, the banking system, for that purpose. 

Since 1950 Cuba, the Government, has authorized total internal 
bond issues of $650 million, of which about $250 million has already 
been issued. The balance is authorized and can be issued by the Gov- 
ernment at any time. 

The major purpose of all of that tremendous amount of financing 
internally in Cuba is to keep the economy going. And that is what 
they have done. 

Now the warning in all of that which I wish to give you is that 
Cuba is not large enough and rich enough to continue to carry on that 
policy. And it has got to come to an end. I would not predict the 
date, but it cannot be very far distant as the authorities in Cuba rec- 
ognize, and they have said publicly that the only way to sustain her 
import volume is to increase her exports, and if she cannot increase 
exports, the alternative is clear, she has got to reduce the imports. 
She can only do that either by reducing her standard of living or by 
imposing monetary and import controls, either of which she would be 
most reluctant to do. It would be a tragedy for Cuba to disrupt her 
habits of life to do any such thing. 

But it might be inevitable. In fact, I am very much concerned 
that it may have to happen and at a not too far distant date. 

When I say it wou aceee her habits of life, I mean that every 
Cuban family consumes American goods and consumes them every 
day. And you feel in the internal life of Cuba as if you were in an 
area which is part of the economy of the United States. 
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I have gone into that at considerable length because it has not been 
developed here before, and I do not think it has been developed in any 
of the written statements that I have heard or read, and certainly 
has not been developed in my own as fully as I have developed it here 


orally. 

What are the solutions for these problems? 

The problem of the domestic excesses.on.one side, and the problem 
of the Cuban economy on the other side, and the aoe of Cuba. 

Well, the solution offered by the domestic industry I may refer to 
as the pending bill, H. R. 5406. What does H. R. 5406 do to Cuba? 

There has been a considerable amount of expression to the effect 
that the bill does not take anything away from Cuba. In a sense, that 
is true, but it is a very narrow form of expressing the problem, because 
what the situation is is simply this: Cuba’s quota today under the exist- 
ing law, on the basis of an 8,200,000-ton consumption is 2,667,000 tons. 

TL. R. 5406 takes 188,000 tons away from Cuba and other foreign 
countries, and gives it to the domestic sectors of the industry. If con- 
sumption remains at 8,200,000 this year, then 188,000 tons comes out 
of Cuba and the foreign countries, and their quotas will be cut accord- 
ingly. That is what the bill says. Nobody expects consumption, how- 
ever, will be so low as that. We have taken in our discussions in some 
of these documents the basis of 8,350,000 tons for this year. If the 
consumption is 8,350,000 tons, the bill would still take something 
from Cuba and the other foreign countries, because their increase in 
the bill is 188,000, and 188,000 is more than the difference between 
8,200,000 and 8,350,000 

So there is a threatened takeout there, so far as Cuba is concerned. 

But more than that, when you look at the Cuban quota, you do not 
look at a specific set of tons or number of tons on the 20th day of June 
1955. You look at the act, and see what the act says the Cuban quota 
is. And in the act it is not expressed as an algebraic formula, but 
that is what it is. 

Cuba’s quota is 96 times total consumption, less 5,421,000 tons, 
divided by 100. That isthe formula. It isa very simple one. Total 
consumption less the fixed quotas applied against a factor of 96 over 
100. That is what the quota is. It is not 2,667,000 tons, and particu- 
larly this year is not 2,667,000 tons out of 8,200,000 tons, because the 
Secretary of Agriculture, when he fixed the 8.2 million said that he 
expected that the total consumption this year would be 8.5, in which, 
if I remember the figures correctly, Cuba’s share would be 2,955,000 
tons, and not 2,667,000 tons. He said when he made his quota an- 
nouncement of 8.2 million that he was fixing it at 8.2 million, in- 
stead of 8.5 for purposes of a price allowance, so as to stabilize the 
price in the market. 

Well, we calculate against consumption of 8.4 million in 1955, and 
8,550,000 in 1956, and those figures may be a little overoptimistic. We 
calculate that on those consumptions, on the basis of the formula of 
the existing law running until December 31, 1956, H. R. 5406 would 
deprive Cuba of a market outlet over the 2-year period of 450,000 tons, 
which is $45 million f. 0. b. Cuba. 

The Cuatrman. What do you mean, the 4-year period ? 

Mr. Crossy. If I said 4, that was 2, 1955 and 1956. I beg your 
pardon if I said 4. I meant 2. That is a very serious thing for the 
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Cuban economy, in view of the situation which I have described to you 
of the intensity of the depression there and the Government. attempt 
to struggle against those depressions by this public financing. 

I want to give a homely illustration, I think, of what is going on in 
Cuba. We have cut our crops 37 percent from 1952. The daily rate 
of wages have been reduced 13 percent from the levels of 1952, and we 
see signs of the effect of that. 

I would like to mention the matter of rice, which is of interest, I 
think, to some members of the committee. The imports of rice into 
Cuba in 1954 from the United States were valued at about $38 million. 
They were 59 million in 1953. I think part of that difference may be 
explained by the fact that importations in 1953 were provepiy some- 
what excessive, but there has been a big drop. The Cubans are one of 
the biggest and best rice-eating people in the world. Their consump- 
tion is simply fantastic to an American mind. They eat me capita 
over 100 pounds of milled rice per year. That is a tremendous lot of 
rice when you cook it. They eat it every day, and twice a day. They 
love it. They know how to cook it very well, and if I may be so im- 
pertinent as to make a suggestion to the people interested in the rice 
industry in the United States, would think that one of the things 
to do is to teach the American people to cook rice the way the Cubans 
do, because the Cuban form, the Spanish form of cooking it is almost 
impossible to resist. It is a delightful food. 

1 am told that Cuban consumption of rice since 1953 has fallen over 
10 percent, and instead of being 7,100,000 or 7,200,000 bags per year, it 
is barely over 6 million, and the reason I am told for that by a person 
in authority in Cuba who follows these things—the reason for that is 
the decline in the purchasing power of the workers, particularly in the 
sugar industry. 

Instead of eating rice, they are eating the local vegetables, the 
malanga, the boniato, and calabaza, and so forth, which translated into 
English might be said to mean the turnip and the sweetpotato and the 
pumpkin. 

They go to the local produce that does not cost them money, that 
they can grow on their little farms, and they give up their preference 
for rice. 

Another solution has been offered to the problem, that is, this com- 
mittee print which was presented by the administration as apparently 
a compromise formula. That is not so harsh on Cuba as H. R. 5406, 
but it still is a pretty serious matter. And it also suffers from the de- 
fect of violation of the moral commitment which I have described. 

I am inclined to agree with what Mr. Poage said the other day, 
when he was asking questions, I think, of one of the witnesses. He 
said apparently the administration did not like to go whole hog, they 
did not like to be 100 percent retroactive, 1955-56, but thought, as he 
put it, it would be all right to be a bit immoral, not 100 percent im- 
moral, but maybe 30 or 40 percent, whatever it may be. That is an 
important thing. 

ersonally, I do not think it is the right conduct. I do not think it 
is _— principle on the part of the United States, which is a nation 
deeply respected for its ideals and high principles in Cuba and else- 
where in Latin America, to adopt for the solution of a domestic prob- 
lem which I think could be solved by other means a formula which 
raises this moral issue. 
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I do not think it ought to be raised at all, myself, and I think it can 
be avoided. I think we can avoid raising it, the United States, avoid 
raising it even in the 30 or 40 percent degree presented by the com- 
mittee print. 

The Carman. Will you permit an interruption there ? 

Mr. Crossy. Yes. 

The Cuarrman. Just to make an observation. The administra- 
tion seeking through its Assistant Secretaries of State and Agriculture 
have agreed that the administration is not in favor of disturbing the 
quota that is now allocated to Cuba, but they advocate only a change 
in the growth formula. Is that not right? And to make that appli- 
cable to 1956 only? 

Mr. Crossy. That, Mr. Chairman, if you will permit me to say so, 
isa violation of the moral commitment. 

The Cuatrman. I know. At least, I am accurate in saying that is 
the position of the administration now ? 

Mr. Crossy. Yes, sir. 

The CuHatrman. When Mr. Holland made his statement I made the 
remark that it sounded to me like a veto message if we attempted 
to do anything other than what the administration had recommended. 
I can see when you change the law, change the formula, you will be 
taking something away from Cuba that Cuba would otherwise enjoy. 

Mr. Crossy. That is right. 

The Cuareman. If we did not change the law. 

Mr. Crossy. That is right. That isthe situation. And the amount 
involved in that particular change in the year 1956 would be some- 
where between sixty and eighty thousand tons, dependent on the 
smount of consumption. 

The Cuarrman. The change in the growth formula would affect 
you adversely to the extent of about 60,000 tons. 

Mr. Crossy. In 1956. : 

The Cuarman. That is what I meant, in 1956. 

Mr. Crossy. Yes. 

The Cuatrman. Suppose that we came along and bought 100,000 
tons of Cuban sugar this year. That would compensate for the 60,000 
tons that you will lose in 1956; would it not? 

Mr. Crossy. 100,000 tons of Cuban sugar this year, American quota 
sugar, at the American price ? 

The CHatrman. Yes. 

Mr. Crospy. What would you do with it? 

The Cuarrman. At the Cuban price. 

Mr. Crospy. At the American price, f. 0. b. Cuba. 

The Cuarrman. The American price for Cuban sugar. 

Mr. Crossy. Yes; f. 0. b. Cuba. That is about $100 a ton for raw 
sugar. What would you do with it, Mr. Chairman, if I may ask? 

he Cuarrman. Have Mr. Stassen give it away for us, I suppose. 
That is what the administration proposes to do, to take off of the 
market 100,000 tons of American sugar. It would be the same thing 
as Mr. Poage pointed out if we took 100,000 tons of Cuban sugar at 
the American price for the Cuban sugar. 

Mr. Crossy. I think your idea is a good one in principle, but I 
would like to make the point I think it is more difficult to do it buying 
Cuban sugar than it is to do it buying domestic sugar. 
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In the first place, you have to have legislation, anyway, to do it, 
vis-a-vis Cuba. You do not have to have legislation, as it was testi- 
fied here the other day, for relief purchasing by the FOA or someone 
else of domestic sugar. They claim they have the power to do it with- 
out legislation. 

The Cuarrman. Let me ask you a question, if I might, right there. 
You are going to lose 60,000 tons, you said, if we do now what the 
administration recommends that we do. 

Mr. Crossy. Yes. 

The Cuarrman. You will lose 60,000 tons for 1956. I wonder why 
it is that Mr. Benson could not bring in 60,000 tons more Cuban sugar 
this year. He has full authority under the law to do that. You 
would not have to have any act of Congress to enable him to order 
that 60,000 tons of Cuban sugar if it came in from Cuba. You would 
get 96 percent of it this year. This market can absorb 60,000 tons. 
That will take the pressure off of Cuba and will eliminate a contro- 
versy between the administration and you. It will simplfy the work 
of this committee. Then that leaves only the donaestic problem, and 
that is not of great importance in the beet area, according to these 
figures I have. It is in the can area, in Louisiana and Florida, where 
they do have a definite surplus. 

I suppose we could prevail upon the administration to open up the 
market and bring it in. The market will absorb it. 

Mr. Crossy. I am very much interested in your suggestion. 

The CuarrmMan. I am trying to help you sell 60,000 tons now. 

Mr. Crossy I agree with you. I think you have the right approach, 
because practical businessmen, I do not think, would be stumped by 
this problem at all, the reconciliation of these two aspects, the moral 
commitment aspect which is reinforced. 

The Cuarrman. I am frank to say I am somewhat concerned about 
the moral aspects of,the thing. It is certainly not a legal obligation, 
but I can see that you clearly have a perfect right to assume that we 
were dealing in good faith and not to modify the act. 

We have the 1951 Act. If there were any problem in the country, 
that is, in the continental United States, it existed in 1951, because 
it was in 1950 when they had the big production. 

Mr. Crossy. Yes. 

The CHarrman. When we had the act before this committee in 
1951 I did not hear anybody squawking about changing the quotas, 
and since 1951 there has not been any substantial increase anywhere 
until you get to 1954. It then went up 133,000 acres above the aver- 
age—I suppose it did—I get confused on the acres and the tons, but 
I am talking about acres. 

Mr. Horr. Will the gentleman yield on that point? 

The Carman. Surely. 

Mr. Horr. I think that we should have the figures which show that. 
We can get it from the Department now. 

The Cuarrman. Is Mr. Myers here? 

Mr. Myers. Yes. 

The Carman. You gave me the acreage figures. Could you give 
us the poundage, the tonnage figures for these years? i 

Mr. Myers. We have them. I think I have introduced them into 
the record. 
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The Cuarrman. Mr. Hope makes the point that while the acreage 
may not have varied substantially, there might be a great variation 
in the yield. 

Mr. Myers. There was a tremendous variation in the total produc- 
tion. The variation in the yield per acre has not been too great. 

Your beets, the crop of 1951, when you had that peak acreage of 
over 1 million acres of beets, the crop amounted to over 2 million 
tons. It then fell down in 1951 and 1952, and then started back up 
again in 1953. The total production of the country as a whole being 
very parallel to the acres. 

he CHatrman. In other words, there was no substantial change 
in the yield? 

Mr. Myers. A slight upward trend, but no tremendous change from 
year to year. In the case of mainland cane we did have a sharp in- 
crease in the yield the last 2 or 3 years, because of the weather situa- 
tion, which emphasized the trend. 

Mr. Horr. May I ask one question of Mr. Myers? The accumu- 
lated stocks of beet sugar are the result of what year’s production? 

Mr. Myers. Primarily of 1954. The production in 1953 was only 
72,000 tons above the marketing quota, and failed to meet the market- 
ing quota. In other words, the processors were under such a slight 
effort to get rid of their production that they failed to fill their 
quotas in 1953, 

The time that their stocks went up was in 1954 when, for the second 
year, their production was above the quota and was just slightly 
under 2 million tons. 

Mr. Horr. It was the result then, partly, of their failure to dispose 
of their stocks in 1953, plus an increased production in 1954? 

Mr. Myers. That is correct. 

Mr. Hore. Tell me again—it is in the record—about what is the 
excess beet sugar supply at this time? 

Mr. Myers. For the country as a whole, Cogressman Hope, I would 
say between 100,000 and 150,000 tons above normal for beets. 

In the case of mainland cane we would say that it is something in 
the neighborhood of 220,000 to 230,000 tons above normal. 

Mr. Horr. The excess in the beet sugar is not evenly distributed? 

Mr. Myers. I am very glad you brought it up, because I had in- 
tended to do it and failed to do so. That is the big difficulty in the 
case of beet sugar. The companies in the eastern part of the belt— 
and I include in that all the way out to Colorado, where they have 
had droughts in the last several years—have moderate to low stocks. 
The companies operating in the Far West, in the Pacific coast area, 
are the ones that have the large stocks. 

The Cuarrman. The fact remains that even the 1954 crop, which 
was 933,000 acres, was not substantially above the average of 848,000 
acres. 

Mr. Myers. Almost precisely 10 percent, as I recall. The 1955 
acreage quota of 850,000 acres is just exactly 90 percent of the 1954 
actual acreage. 

The Cuatrman. In 1955, allotments amounted to 850,000 acres, and 
the average has been 848,000. They are only 2,00 acres above average. 

Mr. Myers. It was 2,000 above the average. 

The Cuarrman. Yes. They now have 2,000 acres in 1955 above the 
average? 
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Mr. Myers. That is correct. 

The CHarrMan. So they have not been cut? 

Mr. Myers. Not from the average. 

The CHairMan. I say, not from the average. 

Mr. Myers. That is right. 

The Cuarrman, All right; Mr. Crosby. 

Before you proceed, 1 wish you would stop to think about my 
proposition of buying 60,000 tons. 

Mr. Crossy. Did you say 800,000? [ Laughter. | 

The CuHarrman. Sixty thousand. 

Mr. Crossy. A solution along that line seems to me feasible in the 
principle. The complications that I see are of a legalistic nature, in 
the form and manner of handling it. 

You have this international agreement signed in London in 1953, 
and under that agreement the United States does not have an export 
quota. Under that agreement Cuba has an export quota. She does 
not want to do anything that would involve a diminution of her sales 
under that export quota, naturally. 

In order for the United States in accordance with the international 
agreement to distribute this sugar, this 100,000, I think the United 
States would have to obtain assent of the members of the International 
Sugar Agreement. 

The United States is in a much better position to obtain that assent 
than Cuba is, because of her prestige, her leading part in the formula- 
tion of the agreement. 

Mr. Myers, himself, is chairman of the International Sugar Council. 

The Cuatrman. There is nothing in the international agreement 
that would have any affect on this act; is there ¢ 

Mr. Crossy. Not on the purchase, sir, nor on the Sugar Act of the 
United States, but on the exportation of the sugar from Cuba or the 
United States. 

The CHarrman. What I was suggesting—I have not thought it 
through, perhaps, as well as I should—was that we import 60,000 more 
tons from Cuba and get that moral obligation out of the way. 

Then we would not affect you adversely by changing the act. 

Mr. Crospy. Was it your thought that you would throw it into the 
domestic American market ? 

The Cuatrman. Into the American market. A lot of people want 
to buy sugar. And if it adversely affected the price, they want it. 

Mr. Crossy. I was going to mention to you that it would affect the 
market level of the prices from all areas. 

The Cuarrman. You would not have to throw it all in at one time. 
You could feed it in gradually. There are people out there in the 
audience who want cheap sugar. Have you not met them?’ I have. 

Mr. Crossy. If they come outside the 3-mile limit, I can sell them 
some. 

Mr. Horr. May I ask Mr. Crosby another question at this time, that 
is, in this matter of importing 60,000 tons of additional sugar, I do not 
know whether that is a good or bad thing, except I do not see how it 
could be done without expanding the Secretary’s estimate of total 
consumption. 

Mr. Crossy. That is correct. That would have to be done. 

Mr. Horr. That would undoubtedly have some effect on the price. 

Mr. Crossy. I think so. 
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Mr. Horr. Or else it. would have some effect upon the amount the 
domestic producers could market. 

Mr. Crossy. I agree with you. I think it is an idea that has an 
appeal, but it has to be worked out very carefully. Otherwise, inno- 
cent people may be prejudiced by it, 1 mean, the different areas. And 
Cuba would not like anything—or to see anything done which could be 
the object of criticism directed against her that she had disturbed the 
market price or the quota price in the domestic market, which the 
domestic producers. quite properly are interested in maintaining at a 
stable sod reasonable iovel. 

The Cuarrman. That same situation would exist if we should buy 
100,000 tons of American sugar and should sell it abroad or give it 
away abroad, It is going to affect somebody somewhere. 

Mr. Crospy. I think the idea, Mr. Chairman, of course, was not 
developed in the testimony, but the Administration spokesman said 
they had not worked out their plans. My impression was that the idea 
behind that problem was to send that sugar to people who otherwise 
would not have sugar to eat, or would not have so much sugar to eat, 
and are not in a position to buy it. 

The CHatrman., That means we have to dig into the taxpayers’ 
pockets to take out the price of 100,000 tons of sugar to give it away. 

Mr. Crossy. Yes, that is what the formula means. 

The Cuarman, It is not going to be so easy. 

Mr. Crossy. That is $16 million. 

The Cuamman. How much? 

Mr. Crossy. About $16 million, I would estimate, at 8 cents a pound, 
$160 a ton. That would be $16 million for the 100,000 tons. 

Incidentally, in that connection I would like, if I may take a little 
more time on this phase of the subject, to say this. Mr. Poage made 
a suggestion the other day that maybe it would be wiser to buy the 
100,000 tons from Cuba—maybe some money could be saved by that 
procedure, If substantial money could be saved by that procedure, it 
would certainly be worth exploring. 

I Fier there may be a misunderstanding as to how much may be 
saved, 

It would be inherent in the plan that the price paid for that sugar 
from the Cuban standpoint would have to be the Cuban price, other- 
wise the purpose of this vis-a-vis Cuba would not be accomplished— 
the sugar would have to be bought on the basis of the American price 
f. o. b. Cuba, and the only thing I think you would save at all in the 
transaction, Mr. Poage, might be some part of the freight. 

You would have saved theoreticallythe amount of the domestic in- 
tm price which is represented by the freight from Cuba to New 

ork. 

When you came to dispose of the sugar which you purchased pre- 
sumably in Cuba according to the hypothesis, you might find that 
you would have not saved anything, because the freight from Cuba 
to the destination might even be higher than the freight from the 
United States, the ocean freight. 

Mr. Poace. What you have succeeded in doing there is, you have 
proven to me what Mr. Kemp failed to prove to me the other morning 
when he set out to prove that Cuba was getting every bit of the benefit 
out of this that the United States was getting, and a man could go 
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tc Cuba and employ cheaper labor and produce the sugar, and get all 
of the benefits he gets in the United States from high-priced labor. 
That is what you are proving tome. Mr. Kemp tried to prove it, and 
you have done it. [Laughter.] 

Mr. Crossy. I have been a friend of Frank Kemp for a long time. 
I am doing him a good turn unconsciously without knowing that it 
comes out of my own pocket. Maybe that is a happy situation to be in. 
But that is not my objective right at this hearing. 

I am not sure that I understand your point entirely, but I did not 
understand your proposition. 

Mr. Poser. I thought that you folks in Cuba got a little less price 
for your sugar than the Americans. I have always understood this 
act to mean that the Americans, at least, got the benefit of this 50 cents, 
and got certain payments that you did not get, but apparently you get 
everything in the world 

Mr. Crossy. No, no. 

Mr. Poaer. That the American gets. 

Mr. Crossy. I want to bring that out. 

Mr. Poage. Except that you do not have the burdens—you do not 
have to pay the expenses that the Americans have to. Because if you 
do not, why should we not be able to buy sugar cheaper in Cuba? 

Mr. Crossy. Mr. Poage, if you buy the 100,000 tons in Cuba, that 
means that you don’t import in this year from Cuba under the Ameri- 
can-Cuban quota the equivalent amount, namely, 100,000 tons. In- 
stead of importing it into the United States at the American price, 
paying the ity, paying the excise tax, you ship it, you buy it in Cuba 
and then ship direct from Cuba. 

Mr. Poace, That is right. 

Mr. Crossy. You lose the duty and the excise tax on sugar. When 
I say the American price for Cuban sugar, I mean the American 
Fae: f. o. b. Cuba before payment of duty, before excise tax, and 

vefore freight to New York. And it is about 5 cents a pound today. 
That is for raw sugar f. 0. b. Cuba. 

Mr. Poacr. In the United States it is more than 5 cents a pound. 

Mr. Crospy, It is 5.45, approximately, in New York; a little bit 
higher than that. Five cents is an even figure. Call it 5.10, and you 
would be closer to today’s price. 

To get it into the American customs you have to pay 50 cents. That 
brings you up to 6, And then that is on the raw sugar before it 
goes into consumption. It then has to pay a processing tax. 

If the United States takes domestic sugar to send to the Hottentots 
or to the Congo or someplace, that sugar goes out that way and Cuba 
brings in her full quota of 100,000 tons. And the United States 
Treasury gets 50 cents processing tax and 50 cents duty on that Cuban 
sugar. That is $1 per hundred pounds. 

On the other hand, if instead of buying that domestic sugar that 
has already paid the processing tax you go down to Cuba and buy 
100,000 tons and ship it from Cuba to the Hottentots without going 
through New York Harbor, you do not get that $20-a-ton revenue. 

Mr. Poage. I think I see what you mean. The American price and 
the Cuban price, but the United States Government through its taxing 
gets that difference or substantially that difference. 

Mr. Orospy. Yes; that is the point. 
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Mr. Poage. So that to any purchaser other than the Government, 
the difference would exist, but since under the suggestion that I made 
the Government would be the purchaser, therefore since the Gov- 
ernment is the purchaser, the difference would not accrue to the United 
States Government. 

Mr. Crossy. That is right. 

Mr. Horr. May I ask a question on that? There is a difference, 
however, is here not, in the price Cuba gets for its sugar sold in the 
world market and the price it gets for sugar sold in the United 
States? 

Mr. Crossy. Very definitely, sir. The world market price f. o. b. 
Cuba today is about $3.25. 

Mr. Horr. We would save some money if we came down there and 
bought it at the world price and used that sugar for distribution ? 

Mr. Crossy. Yes. 

Mr. Poace. We would not be keeping faith. 

Mr. Crospy. You would be defeating the purpose of the formula, 
I believe. 

Mr. Horr. That is true. 

Mr. Crossy. I am very glad you brought that out. 

Mr. Hore. I thought that you had that in mind in suggesting it. 

Mr. Poace. I was suggesting that we pay the contractual price, the 
price that we have, that we are obligated to pay: 

Mr. Crossy. I am very glad, Mr. Hope, that. you raised that ques- 
tion of the difference between the world price and the other. Now I 
am going to say something more which may help my old friend Mr. 
Frank Kemp. 

In the discussion of the-price levels between the United States and 
the world market there has been a reference here to what, we call the 
quota premium. I think Mr. Myers, in the delineation of figures the 
other day, said that the quota premium was 1.90. You remember 
those figures. 

That is correct—that is the correct mathematical calculation of what 
they call the “quota premium.” That is the part of the spread that 
is not represented by duty and excise tax, but I think it is a theoretical 
presentation.. 1am not criticizing Mr. Myers, but if I used the figures 
myself I would say I am talking theoretically, because I do not believe 
frankly that if the American market were thrown open to free trade 
in sugar, and the world sugar could come in from all sorts of places, 
Cuba or what not, and Peru and other places, I do not believe the 
American market price would be $3.25 eee y. 

I think it would be higher than that under those conditions. I do 
not believe you receive that spread that you have between a world 
market, which is a residual market—it is almost a dumping market, 
in a Sense—it is the sugar that has no home that is sold in the world 
market and it is only 4 million tons out of the total world consumption 
of 40 million tons—it has no home—it has to go to some country which 
does not have it—enough of its protected or subsidized or aided pro- 
duction of one kind or another, and it takes a little sugar, and some- 
times very curious things happen, like this year it happened with.the 
Russians. 

They happened. to turn, out to be the principal buyer of sugar—a 
buyer that never in her history had bought Cuban sugar. 
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When you translate market theories into reality, I do not think you 
get a price of $3.25 for American, and I do not want my beet friends 
to feel that I feel if you broke down these tariff walls and destroyed 
the quota system, that if you did that Cuban sugar and Peruvian 
sugar would displace them by selling at $3.25 f. o. b., because I do 
think they would and I do not think that they could afford to, 
and I think that your price would not be $3.25. It might be $4 or 
$4.25. It is the difference of degree that is reflected in practical life. 

Mr. Anpresen. I would like to clear up a point about this $1.90. 
It was said here by Mr. Chapman, who represented the Mexican pro- 
ducers, that the Medici producers got $1.90 a hundred on the 12,000 
tons under their quota. 

Does Cuba get a subsidy of $1.90 a hundred on its quota of 2,667,000 
tons, over and above the price that Cuba received at the landed 
port here? 

Mr. Crossy. It gets that over and above what it could sell the sugar 
for on the world market. 

Mr. Anpresen. Who do you get that from, from the United States 
Treasury—do they send you a check for that ? 

Mr. Crospy. No, sir; that comes out of the price that the domestic 
refinery pays for the raw Cuban sugar. 

Mr. AnpreseN. Clear that up. I do not understand that. 

Mr. Crossy. The consumer pays it in the last analysis, because he 
buys the refined sugar from the refiner, and it is reflected in the cost 
of the raw. 

Mr. Horr. You get the same rate as the domestic producer gets? 

Mr. Crossy. Certainly we do, less the compliance payment and less 
the duty, and less the freight. We certainly get that. 

Mr. ANpDRESEN. Some $82 million or $89 million was collected in 
sugar tax, and some $60 million was paid out by the Treasury. Did 
you get in on that $60 million? 

Mr. Crossy. I would have liked to, but I could not—not under the 
law. We do not get any of that. We pay the tax, but we do not get 
it. The tax comes on our sugar, but we do not get any payment. 

Mr. Anpresen. You get $1.90 a hundred for your sugar above the 
bade market price, but you have a quota, selling it in the United 
tates. 

Mr. Crossy. That is true. The way the present Sugar Act is ad- 
ministered we do get that. And so does every other country that sends 
“ sugar into the United States market under the quota system. 

{r. ANpreseN. Under the quota system ? 

Mr. Crossy. Yes, sir. 

Mr. Anpresen, It appears to me that the whole controversy here is 
over this $1.90 on sugar that is imported over the quota due to the in- 
crease in the consumption in the United States. Is that not right? 

Mr. Crossy. I am not sure that I understand you. You are talking 
about the growth ? 

Mr. Anpresen. I mean you have a quota—you get your American 
price level for that quota. 

Mr. Crospy. Yes, sir. 

Mr. Anpresen. And the fight here is to continue this law so that you 
will get the 96 percent of the increased ‘consumption in the country 
until 1957 ? 

Mr. Crossy. Yes. 
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Mr. Anpresen. Am I correct there? 

Mr. Crossy, Not to-repeal.or amend the law to that effect. 

Mr. ANpRESEN, And you,anticipate that there is going to be an in- 
crease,in the consumption hereof 200,000 or 300,000 tons, so that we are 
tighting actually,over whether or not you are going to continue to get 
the subsidy. of $1.90 on this extra increase in consumption in, the 
United States? . 

Mr. Crossy. Well, it is not.only the subsidy, Mr. Andresen, because 
if we are not able to ship that sugar, and we calculated for the 2 years 
400,000 to 450,000 tons,.to the United States we cannot ship it any- 
where else, because we are under the international agreement. 

Mr. Anpresen. I know... That isa collateral issue. 

Mr. Crossy. It is not collateral for us. 

Mr. Anpresen., After all, we, are discussing in this legislation to 
give. the American producers of sugar cane and beets a certain share 
of this increase in the consumption in. the United States. You antici- 
pate there will be an increase in consumption. 

Mr. Crossy. . Yes; from now until the end of 1956 we certainly hope 

so. 
Mr. Anpresen. Because of the increase in population ? 
Mr. Crospy. Yes, sir. The American sugar-eating habit. does not 
change very much. The per capita, consumption does not, vary. very 
much from-year,to year. We are carrying on propaganda in the 
United States: through the Sugar Research Foundation, in. domestic 
areas and in Cuba, and Cuba contributes to that activity in trying 
to persuade people that a teaspoon only, contains 18 calories and there 
is no reason that they should not put more in their cup of coffee. 

Mr. ANpRESEN, Weare advocating that for some other, produets, 
too. 

Mr. Crospy. Yes, sir. 

Mr. AnprESEN. What about the population of Cuba; is there not any 
increase in the population or is that static? 

Mr. Crossy. As Dr. Luis Machado, who was the Cuban Ambassador 
in Washington some years ago, made. a speech before the American 
Chamber of Commerce, he pointed out the progress of Cuba. And 
he said since the Americans ¢ame in in 1898 and helped free Cuba we 
had this situation, that the population in 1902 was 1,500,000, and now 
it was 6 million, but he did not mean by that comparison to imply 
that the Americans were responsible for that, also. [Laughter. ] 

Mr. AnpresEN. That is one.consolation. 

Is the population increasing in Cuba ? 

Mr. Crossy. Yes, sir; it is. That is one of our problems. There 
are no accurate statistics in Cuba on employment and unemployment, 
but the general opinion of Cuban economists and bankers who study 
these things, is that there are 1 million people in Cuba who are either 
unemployed or inadequately aed. he population keeps on 
growing. 

Mr. ANnpresEN. Is there an increase in the consumption of sugar in 
-_ -. to the increase in population whether employed or un- 
employed ? 

Mr: Crossy. There must be an increase in consumption, sir. It is 
comparatively small. We make in the Cuban sugar industry 225,000 
short tons of sugar a year for local consumption. That is the official 
quota. Quite possibly more than that is eaten one way or another. 
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Maybe some sugar is made and not reported. We have very tight 
controls,in Cuba, where every bag of sugar is numbered and every 
bag has to have a certificate in order to move in the market. 

Mr. ANDRESEN. Maybe it is so expensive down there they cannot 
afford to eat it, because you can ship it into the United States. 

Mr. Crossy. The local quota in Cuba is priced at or below the world 
market. price. There is local taxation on it, too, on refined sugar. In 
Cuba we pay an internal tax of about 2 cents a pound. 

Mr. ANpRESEN. How much is it sold for retail ? 

Mr. Crossy. Well, you can buy a 5-pound bag of Hershey sugar, 
which is good sugar, made by one of the refineries I represent—you 
can buy a 5-pound paper bag in a retail store in Habana for about 
33 cents. 

Mr. Poace. What.can you buy it for in Washington? 

Mr. Crossy. It would cost you about 50 cents. The housewives 
here can answer that question better than I can. 

Mr. Poage. Do I understand correctly that any nation in the world 
can ship sugar into the United States today by paying the 62.5 cents 

er hundred tariff on it—they get no subsidy, they get nothing else— 
ut can any nation ship sugar into the United States in any amount 
they want to? 

Mr.-Crossy. Only through quotas. 

Mr. Poacr. That is what I want to get. When we talk about these 
nations, about them being able to ship unsubsidized sugar, actually 
no nation can do that into the United States. 

Mr. Crospy. No nation can ship nonquota sugar into the United 
States except—— 

Mr. Poace. I thought it was all subsidized by this $1.90. 

Mr. Crossy. Economically; yes. 

Mr. Poagex. So then as an actual matter of fact there is no nation 
in the world that can ship a pound of sugar into the United States at 
the world price? 

Mr. Crossy. That isright. If they bring the sugar into the United 
States they can sell it for any price that they please, because the Sec- 
retary of Kericctans does not fix the — of sugar. 

Mr. Poace. How can they get into the United States? 

Mr. Crossy. They cannot get it in except through the quota. 

Mr. Poacr. That is right. In other words, then our tariff is an 
utterly meaningless thing in the sense that it is the controlling factor? 

Mr. Crospy. It does not determine the price; no, sir. 

Mr. Poacr. When we talk about 62.5-cent tariff, what do we say? 
You cannot bring anything in. There is no tariff for the nonquota 
countries, is there? 

Mr. Crossy. You mean they do not send in any sugar? 

Mr. Poaee. Yes. There is no tariff that could possibly be applicable 
to the nonquota countries? 

Mr. Crossy. I am not sure I understand the question, if the country 
has not a quota? 

Mr. Poace. They cannot ship anything in; therefore, there cannot 
be any tariff rate that is applicable to them. 

Mr, Crossy. The first example that comes into my mind of a non- 
quota country is Communist China. They cannot send any. 

Mr. Poacr. Or National China. If they want to ship us sugar, they 
cannot do it, can they ? 
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Mr. Crossy. They do not have any quota to amount to anything, 
unless it is just a minimum quota of 1,000 tons, or what it may be for 
any country that is a friendly nation. 

Mr. Poage. That is something that we have not gotten out here. 
Does every friendly foreign nation have a minimum quota of 1,000 
tons? 

Mr. Crossy. Maybe I am wrong on that. Mr. Myers should cor- 
rect me. Perhaps if it is a quota less than 1,000 tons then they are 
allowed to ship 1,000 tons. Is that the situation? I think I confused 
you by my answer. The 1,000-ton minimum provision probably ap- 
plies only if the application of foreign full-duty countries results in 
any one of them receiving less than 1,000 tons, they are allowed to 
send in 1,000 tons as a round figure. And there is a recommendation 
in Mr. Holland’s statement the other day that that minimum be raised 
to 3,000. 

Mr. Poace. That would apply only? 

Mr. Crospy. If they had a quota. I think I will correct myself in 
that regard. I have not read that section of the act for several years, 
and I have forgotten it. 

Mr. Bass. You talk about doing a lot for Cuban sugar. 

I would like for you to tell me what percent of the Cuban sugar in- 
dustry is owned by Cuban nationals and what percentage is owned 
by American interests? 

Mr. Crossy. Approximately 40 percent of the production, not 40 
percent of the mills but 40 percent of the production is made by mills 
which are owned by Americans or American companies, companies 
whose stockholders are predominantly Americans. 

Mr. Bass. You are talking about the refineries now, the processors ? 

Mr. Crossy. No, I’m talking about the raw-sugar mills and some 
of those mills have refineries next to them. 

Mr. Bass. What about the people that produce the sugars, the land- 
owners I’m talking about. 

Mr. Crossy. Just a minute, I'll get to that in a minute, but Id like 
to say of the remaining 60 percent of the production, practically all 
is Cuban owned. 

I don’t think today there is any British ownership there or any 
French ownership. There may be 1 or 2 family-owned mills where 
the families classify themselves as Spanish rather than Cuban, but 
there is no American ownership beyond the 40 percent and no British 
ownership at all. 

Now regarding the growers, the people who grow the cane, they are 
overwhelmingly Cubans. There could only be a handful, if any, of 
American citizen farmers. The lands, most of the sugar mills own 
a certain amount of land. 

Mr. Bass. In other words this 40 percent of the American interest, 
they also own part of the producing land. 

Mr. Crospy. Yes, they do, sir, but it varies very much from mill to 
mill and company to company. 

The companies that I represent produce about 11 percent of the 
total Cuban production, and we own in those companies, oh, maybe 
400,000 acres of land, but I want to tell you about that land. 

We own it but we don’t control it. We pay the taxes on it but it is 
occupied by these farmers who under the Cuban law have what they 
cal] in Spanish derecho de permanencis. 
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Mr. Bass. That is a good word. I’m glad to get it in the record. 
Mr. Crossy. And that means they have that as cane farmers and 
if they produce year in and year out their share of the quota restricted 
roduction of Cuba the landowner cannot evict them, and that has 
een the law of Cuba since 1937. 

Mr. Bass. Forty percent of the protection that we are giving the 
Cuban sugar industry is really protection we are giving to the Ameri- 
can industry, isn’t it? 

Mr. Crossy. Well, it is American-owned industry but the great 
bulk of our gross receipts goes to these farmers and goes to our 
labor, and both those things in Cuba are absolutely regulated. It 
isn’t a matter of private negotiation. The Government fixes what we 
pay the farmer, the Government fixes what we pay the labor. And 
we are paying labor today in Cuba on the basis of a Government 
decree Fedeule which assumes for the purposes of determining his 
wages that the average price of sugar f. o. b. Cuba for all types, 
American, world market, Meal and so forth, is 4.40 cents a pound, and 
it actually is about 3.90. On the other hand the Government gives 
the labor a break and we can’t doa thing on that. 

Mr. Bass. You brought up an interesting subject a while ago. You 
talked about the sugar propaganda. It is quite an interesting subject 
to me. There is quite a bit of propaganda in the sugar business. 
About how many companies in America are working on a propaganda 
of pore interest for Cuban sugar interests? 

ow many people are employed in America sort of propagandizing 
as public-relations agents for Cuban sugar? 

Mr. Crossy. As far as I know it is a handful of people. 

Mr. Bass. A handful? 

. Mr. Crossy. I don’t think we have any public-relations firm except 
the United States Cuban Sugar Council has for years had a small 
retainer arrangement with Ivy Lee in New York, I think it is $5,000 
a year, and I don’t think they are doing anything for us in connection 
with this activity here. 

Mr. Bass. I just asked that because I’ve been getting so much mail 
lately from so many different firms that I just wondered how many. 

Mr. Crossy. You'd be surprised to know that that work has been 
done by a limited group of employees, chiefly of the United States 
Cuban Sugar Council, who have been working day and night on this 
thing, because frankly we felt we were under duty to tell the story. 

Mr. Bass. We in politics have to do a little of that ourselves and 
I was trying to get some of your information on it. That’s all, Mr. 
Chairman. 

(The following letter was submitted in answer to Mr. Bass’ ques- 
tions :) 

Unitep States Cusan Sugar Councit, 
Washington, D..C., June 29, 1955. 
Hon. Haroip D. Coo.ey, 


Chairman of the Committee on Agriculture, 
United States House of Representatives, 
Washington, D. C. 

My Dear Mr. CHAIRMAN: In accordance with the rquest of your committee 
during my testimony yesterday, and in response to questions by Congressman 
Ross Bass, there is enclosed a table from an authoritative Cuban source showing 
distribution of cane production among “growers” of different sizes in the crop 
of 1952. These are the latest figures I have available here, and as far as I 
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know, corresponding figures for the 1953 or 1954 crops have not yet been isued 
in Cuba. 

As will be noted, the enclosed table shows a total of 62,298 growers. In 
my testimony, I mentioned a figure of 40,000, due to the fact that that had 
stuck in my memory, possibly because the Cuban Cane Growers Association has 
from time to time, in the past, mentioned the lower figure, which may have 
represented their total membership instead of all cane farms in Cuba. Also, 
the table appears to me to be fundamentally a list of farms and to consider 
one farm as one grower, whereas there must be some cases of growers owning 
several farms in different localities. 

The 1952 crop was unrestricted, whereas the 1953, 1954, and 1955 crops have 
been restricted. Under the basic restrictions rules in Cuba (originally enacted 
in 1937), farms producing 40,000 arrobas (about 500 tons) or less of cane are 
now actually favored, at the expense of farms of 6,250 tons and up, and of all 
mill-owned cane, regardless of tonnage—that is to say, farms whose mathe- 
matically proportionate share of this restricted crop would be 40,000 arrobas 
or less are allowed to harvest 40,000 arrobas. This privilege is “paid for’ by 
reducing the proportionate share of the larger farms and of the mill farm, as 
above indicated. According to the table, there were about 43,000 farms which in 
1952 produced 40,000 arrobas or less; but as Cuba’s 1955 restricted crop was 
37 percent under 1952, presumably the number of favored small farms enjoying 
the privileged treatment today would be closer to 50,000. 

The committee also requested me to present a breakdown of the Cuban sugar 
dollar. It appears that no such figures are compiled in Cuba, and it will be 
necessary to make an estimate. I am hopeful that this can be done with reason- 
able approximation, but naturally it will take it a little time. 

I am sending a copy of. this letter to Congressmen Harlan Hagen and Ross 
Bass, in view of the interest they expressed in these subjects. 

Respectfully yours, 
L. A. Crospy, Chairman. 
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Notg.—1 Arroba=25 Spanish pounds. 


ca Anuario Azucarero de Cuba—1953 ed., ultimately from Cuban Ministry of Agriculture official 
reports. 


Mr. Hagen. Mr. Chairman, on this subject how is the Cuban sugar 
dollar broken down to the men who are employed in the business and 
how much for management ? 

Mr. Crossy. Well, I don’t think any economist in Cuba has made 
a table, a chart which we so often see in this country saying where 
does our dollar go, what is that spent for, but I can give you the 
picture and I'll try not to make it too long. Of the price of the 
sugar sold by the Cuban mill, roughly 50 percent belongs to the 
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mill and 50 percent belongs to the farmer. In other words, you pay 
for the cane, the value according to the market price of about one-half 
of the sugar produced from that cane. It is a little more than a half 
actually in favor of the farmer, but for rough purposes that is what 
happens. Now the farmer pays about 80 percent of what he gets 
as wages unless he is a man who has a little bit of a plot of cane and 
does his own work, so you can see where that goes. Now in the mill 
I would say that about 50 percent of the revenue has to go to pay 
the wages, and the rest of it goes to pay materials, we have to bring 
in sugar bags from India and buy a lot of supplies of various kinds 
from the United States, chiefly from the United States because most 
sugar mills in Cuba buy everything in the form of American ma- 
chinery and supplies, oil, and whatnot. 

As far as the management is concerned, I’d like to tell you this. 
That there are 2 men out of 15,000 that are employed by the companies 
I represent whose salaries are not fixed by the Cuban Government, 
and I’m one of the 2. 

The other one is a member of the board of directors also, and [, 
could have taken advantage of that law but I refused to because I 
thought it was improper that the head of the company should feel 
that whatever he is paid is an obligation that he owes to an outside 
interest, outside entity, the Government rather than the board of di- 
rectors. 

Mr. Hagen. What you are saying is you got a bigger salary than 
by Government decree, is that correct ? 

Mr. Crossy. I could have; yes, sir. 

Mr. Hacen. You made some invidious references to American 
growers, the size of the growers who would get in tonnage. 

Mr. Crossy. Did I? I did not intend to. 

Mr. Hacen. Well, in this report, you make such statements. I 
don’t know that you did personally. Now could you give us a similar 
breakdown on who would get the dollars in Cuba? I mean would 
one grower get half of the tonnage or would there be 10,000 growers 
and to what extent ? 

Mr. Crossy. I could, yes. I have those figures. There are about 
40,000 of the farmers as I recall the figures. 

Mr. Hagen. It might be 40,000 but maybe 1 would get half the 
acreage. 

Mr. Crospy. We have some with the same tendency in Cuba. 

Mr. Hagen. The other 39,999 would get the other half? 

Mr. Crossy. Yes, sir, that’s right. We have some of that too. 

Mr. Hacen. Would you submit that for the record ? 

Mr. Crossy. Yes, I would, sir, with pleasure. 

(The information referred to is as follows :) 

UNITED STaTES CUBAN SuGar CounNctmL, 
Washington, D. C., July 1, 1955. 
Hon. HAroip D. Coorey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

DeaR Mr. CHAIRMAN: Referring to the request made during my testimony 
on June 28, by Congressman Harlan Hagen, for a breakdown of the “Cuban 
sugar dollar,” I have confirmed by inquiry, that no such breakdown figures are 
available for the Cuban sugar industry as a whole; and in my judgment it would 
be impossible to obtain actual figures from all the different mills. 

However, I am enclosing a statement which gives such a breakdown for the 
year October 1, 1953, to September 30, 1954, of the figures of a representative 
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American-owned raw sugar company which preduced 7.33 percent of the Cuban 
1954 crop, and which owns 6 raw sugar mills located in Matanzas and Camaguey 
Provinces, and which mills are of different types and capacities. While I would 
prefer that the name of the company not be published, I have no hesitation in 
informing you confidentially, that it is Compafifa Azucarera Atlintica del Golfo, 
one of the subsidiaries of Cuban Atlantic Sugar Co., of which I am president. 

A Cuban sugar economist in whose knowledge of the industry I have great 
confidence, has told me that he thinks the figures of that company can be taken 
as fairly representative for this purpose, and I agree with his opinion. 

Accordingly, they are submitted herewith for the record. 

I‘am sending ‘a copy of this letter, and of the table, to Congressman Harlan 
Hagen. 

Respectfully yours, 
L. A. Crossy, Chairman. 


Distribution of Cuban sugar dollar, year Oct. 1, 1953, to Sept. 30, 1954 


[Figures of a representative American-owned raw sugar company having several sugarmill 
properties of different types and capacities in different Provinces of Cuba, and which 
produced 7,33 percent of total Cuban 1954 crop] 


INCOME 
Centa per 
dollar of 
total income 
Income from sales of 1953-54 production of raw sugar and byproduct 
TOL MOIASIER 8 a nme ecekinmaiinen nan amasidnebdet nace 
Other income (prior, years sugar operation ) 
Invert molasses production, 1954 


Total income 


COSTS AND EXPENSES 


Cane ground to produce sugar in 1953-54 (see note below) 
Labor—except administration 

Administration (president, 3 vice presidents, 6 mill managers) ~.--~~- 
Materials 

Public railroad freight and port expenses 

Taxes other than profits taxes 

Insurance 

Rents and miscellaneous 

Brokerage and landing expenses (exports) 

Interst, depreciation, and other charges 

Invert molasses (operating cost of production) 
Maintenance of inactive alcohol distillery 


Total costs and expenses 


Profit before taxes 
Less Cuban profits taxes 


Net profit 


Note.—The amount paid for cane represents provisions of Cuban law and regulations 
which fix the minimum perestioge of the raw sugar yield of the cane (and the cash market 
value of that percentage) yable to the farmers. In the case of the company mentioned, 
the average yield for 1954 crop was 12.29 pounds of raw sugar per 100 pounds of cane 
ground, and 6.4417 of such 12.29 pounds was paid (at official cash market value) to the 
farmers. _On the basis of estimates of the amounts of average expenses of the farmers, it is 
pee on _— about 82 percent of the payment to the farmers was payable by the farmers 
o their workers. 


Mr. Poaee. Any further questions ? 
Mr. Hacen. Again I have another question, Mr. Chairman. In 


this report there is also reference made to the cutback in the 1948 and 
1951 act. 


Mr. Crossy. Yes. 
Mr. Hagen. How was that cutback accomplished ¢ 
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Mr. Crospy. It was‘accomplished by giving 170,000 tons to Puerto 
Rico. Isthat what you mean? 

Mr. Hagen. No; in Cuba how does the Government go about telling 
these growers, ‘Y ou’ve got to plant less acreage” 

Mr. Orossy.: Well, at the end of the 1952 crop the Government 
decided that with the 2-million ton surplus on their hands which had 
been made and had to be financed and was financed through local banks 
at the low rate of about3 cents a pound, the Government decided that 
as a condition of that financing they had to restrict the next crop, and 
they announced that the next crop would be limited, and it was limited 
to about 5,700,000 short tons. Now we have had long experience with 
restrictions in Cuba, we went through a terribly. long period in the 
prewar days, and practices have been pretty well developed. What the 
formula. does in substance is this: The arrived at a base production 
factor for each mill by allowing it to select 4 crops out of 6 of its pro- 
duction and get an average figure out of those 4, so that each mill could 
take the 4 best out of the period of 6 years, and from that 4 they derived 
an ‘average of presumed annual production for the purpose of basis. 

Then they added that all up together and came to a big total which 
was,much bigger than the 5,600,000. of the restriction of the 1953 crop, 
and they got:a factor that-way: 

And that factor they applied to the mill to determine what it could 
make-and they applied that to the cane, to the farmers who are 
tributary to that mill, so that each farmer got the same factor, basic 
factor applicable to his problem. There were some adjustments in 
that more or less, and in line with your inquiry about the small farmer, 
I-want to mention one of the important.adjustments in the Cuban sugar 
restriction. 

It is a very well thought out scheme and is directed toward the pro- 
tection of the small man. No farmer whose share of the restricted pro 
ration is less than 30,000 arrobas of cane, an arroba is 25 Spanish 
pounds, is-cut-to that figure, and I think it is now up to 40,000. -They 
raised the limit to 40,000 arrobas, so that a farmer who is as small as 
that, raises only 40,000 arrobas of cane on his farm, he is not. cut at. all, 
and the big people, the larger farmers who have 500,000 arrobas pro- 
duction and up and the administration-cane, that is company-owned 
cane, are Sentinal in their percentages in order to provide the fund 
to give enough quota, enough cane covered by quota to these small 


er 
at has been a principle of Cuban crop regulation since 1937. 

Mr. Hagen. Let me ask another question. Does the Cuban industry 
make any contribution to the money spent for advertising to increase 
sugar consumption in the United States ? 

Mr. Crospy. Yes, sir; the companies I represent are members of that 
association and quite a number of others are too. 

Cuba, as a whole, I think contributes to the sugar research, founda- 
tion program, their basic contribution is somewhere around $65,000 
or $70,000 a year and I think there is more for the propaganda. 

That is a separate fund from the research. The share of my com- 
pany, the whole thing is $25,000 to $30,000 I think to the whole 
program. 

Mr. Hagen. One final question, and I’d like to say parenthetically 
that I’d like to see the breakdown in figures on the sharing of the 
Cuban sugar dollar in the record some place. 
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Mr. Crospy. We can make something up. I’ve never seen such a 
statement. We can make one up. 

Mr. Hagen. My final question, and then I want to yield to Mr, John- 
son, very definitely Cuba gets an indirect subsidy. because they, are 
selling in a market which has what amounts to a pegged price. Now 
you would not advocate abolishing that subsidy ? 

Mr. Crossy. I would answer that question this way. Cuba did not 
ask for the prices and did not set the prices. It is a result of the 
package which was worked out in the quota system when it was first 
adopted in 1934. I don’t know how far you want to carry the discus- 
sion on this subject, but if it was the decision of the United States 
Congress that we should abandon the quota system and return to a 
tariff, we would take our chances, or on free trade. 

We'd be glad to take our chances because you can see from the 
picture I’ve painted here that the thing that is most important’ in 
Cuba is volume. It isn’t the price level so much as it is volume. And 
if the price level is lower on a new program or a fixed program, the 
farmer and the laborer and the salaried worker all will have; their 
scale of living readjusted. The cost of living will go down in Cuba 
and everything will have to go along on a new basis. 

That has been elemental in the Cuban economy for years. The thing 
that hurts us is lack of volume. I want to. illustrate how important 
that is. If H. R. 5406 were passed and somebody would ask me what 
I thought Cuba’s crop ought to be next year, I would say that if eco- 
nomic marketability was.the sole criterion, I would. recommend cut- 
ting the crop of 1955 for 1956 by at least 15 percent. or 750,000 tons. 

Now that would be a decision that would involve social and _politi- 
cal considerations and the Government of Cuba might feel that it 
would not wish to go that far. 

But there wouldn’t be in my judgment a market for that 750,000 
tons of sugar, and the passage of the bill would indicate to us in Cuba 
that we must adopt a more conservative tighter policy in getting rid 
of our surplus and not building up new ones. And even if the ad- 
ministration formula as presented were accepted by the Congress, I 
think the reduction should be 10 percent, not so much because of the 
80,000- or 60,000-ton difference in the year 1956 but because of its 
— on the future. 

don’t believe that is appreciated here, what impacts of these for- 
mulas are on the future. 

To illustrate that, you’d have to have a comparison in order to 
illustrate an impact. We in Cuba, our objective frankly has been 
for years that through the evolution of the quota system some day 
we might be allowed to return in this market to the kind of tonnages 
that we sent in here in the 10 years between 1920 and 1929 until the 
tariff policy culminating in the Smoot-Hawley policy drove us out. 

Those tariff policies reduced us to an average of 1,900,000 tons in 
the 3 years 1931-33, and then the act of 1934 froze us on that basis, 
and the 1937 act did the same. 

We have been hoping frankly that gradually we might get back, 
because the plant we have in Cuba was built 30 or 40 years ago. These 
American investments in Cuba were made between 1902 and 1925, in 
line with America’s close relations of Cuba, the reciprocal trade policy, 
the Platt amendment existed in those days which gave the United 
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States Government supervision of a gentle nature to be sure but sort 
of a responsibility for the stability and foreign policy of Cuba. 

We have hoped that we could get back to where we in those years 
were. Now we haven’t been permitted to yet. 

Mr. Hagen. Let me ask you this. Was the economy in Cuba pros- 
perous or depressed in that period ? 

Mr. Crosspy. It was prosperous at times. In the 1920’s of course 
there was a tremendous boom in 1920 followed by a collapse and every 
bank in Cuba closed in 1921, but the economy rose again between 1921 
and 1926. 

About beginning in 1926 there came over the world a shadow of 
excess of sugar, and from that time on the trend of sugar prices was 
down and there seemed to be no solution. 

Mr. Hacen. You would not want Cuba to return to that? 

Mr. Crosspy. No; I would not want Cuba to return to that, but if 
we, through the quota system or free trade or tariff system, if we 
can send into this market something like the tonnages of 1920 to 1929 
which were about 3,600,000 tons a year. 

‘The Cuarrman. May I interrupt a moment? You know that is 
wishful thinking, don’t you, just like I wish we could get our tobacco 
back into world markets. 

Mr. Crossy. Right now I’m not sure it is even thinking. I think 
it is just wishful. 

The Cuarrman. Well, maybe, just wishful. I'd like to interrupt 
to ask you again, what is your idea about the reduction that was put 
into effect in domestic areas during the 1955 season ? 

Mr. Crossy. You mean did I think it was a reasonable one or what? 

The CuatrMan. Yes. 

Mr. Crosspy. Well, I don’t know anything about the proceedings 
and the hearings under which Mr. Myers and his assistants formu- 
lated their program of acreage allotments, and so forth. When you 
come to the beet area, and it is also true of cane, you have to recognize 
that you are on an acreage basis and not on a tonnage produced basis. 

The Cuatrman. Mr. Myers said that was pretty stable, not great 
fluctuations in the per acre yield. 

Mr. Crospy. Well, on that basis it looks to me as if the acreage 
allotments were not sufficiently drastic. 

The Cuarrman. Were what? 

Mr. Crossy. They were not sufficiently limited. They should have 
been cut lower. 

The Cuarrman. In other words our domestic growers should have 
been cut but Cuba should not be cut at all? 

Mr. Crospy. My gosh, we’re cut already, sir. 

The Cuarrman. This year, 1955? 

Mr. Crossy. Cut in our production ? 

The Cuarrman. I am talking about your participation in the Amer- 
ican market. Your participation in the American market in 1955 is 
not going to be affected at all. 

Mr. Crossy. Well, it’s lower than it was last year. 

The Cuarman. How much lower? 

Mr. Crossy. Not very much, 50 or 60,000 tons, but it is 300,000 tons 
lower than it was 3 or 4 years ago. 

The Cuarrman. All the producers of these commodities have taken 
reductions. You talk about the hardships of a 15-percent cut in the 
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sugar production of Cuba. Think what a reduction the cotton, ‘o- 
bacco, and the wheatgrowers and other producers of basic commodities 
have taken in this country. Now you say that Mr. Benson, when he 
fixed the quotas for domestic beet and cane producers, did not hit them 
drastically enough. 

Now that was the point I tried to make the other day. He reduced 
them only about 10 percent. Now if he had reduced them 12 or 15 
percent, ae ues we would not have this problem. We could absorb 
this surplus, but he did not and there is nothing we can do about that. 

He can’t change itnow. He has fixed it and he can’t press it down 
on them any further. Now that does affect their participation in 
Louisiana, Florida, and other areas in our domestic market. 

The proclamation issued by the Secretary did not affect adversely 
the participation of Cuba in our market ; did it? 

Mr. Crospy. No; because he does not allot us an acreages or any- 
thing of that kind: We have a quota and we distribute the allocation 
of that as we'see fit: | 

The CHARMAN. Your quota in 1955 is just what it takes in 1954; 
isn’t it? 

Mr. Crossy. No; it is‘a bit less. Nineteen hundred and fifty-four 
was 2,725,000 tons, approximately. 

The CHarrman. Does the Secretary fix your quota? 

Mr. Crossy. He fixes our quota by fixing the total consumption. It 
is an automatic algebraic formula. 

The Cuarrman. That is right, and he has the authority to fluctuate 
from month to month or year to year. He could bring in more sugar, 
as I pointed out a while ago, couldn’t he? 

Mr. Crossy. ‘Yes. 

The CuarrmMan. Let me ask this one question. We talk about legis- 
lation that affects every segment of the sugar industry. 

Mr. Crossy. That’s right. 

The Cuarrman. I am convinced that the Florida-Louisiana area 
needs relief. They are in this situation because of their surplus. 

Mr. Crossy. I agree with you, sir. 

The CrarrMan. “On the other hand, it doesn’t appear to me that 
beets are in any trouble at all. I think in one more harvest they will 
be out of trouble. The administration has proposed to do something 
for the domestic situation by taking a hundred thousand tons of the 
domestic market now and selling it abroad or giving it away. Now 
suppose we go on into 1956, you are not going to get hurt on the admin- 
istration’s proposal in 1955; in 1956 you say you will be affected ad- 
versely to the extent of 60, 000 tons. 

Mr. Crossy. Sixty to eighty. Tt depends on the consumption. 

The CHarrMan. Ant right, ‘sit itup to 80. You said 60. 

Mr. Crossy. It is 60,000 on about a hundred thousand ton increase. 

The Cuarrman. All right, 60,000 tons. Suppose the Secretary 
should feed that 60,000 bonis into the American market in 1956 and take 
that much more sugar from Cuba, then you would not be adversely 
affected at all. 

Suppose on the other hand we bought that 60,000 tons in 1956 and 
gave that away, then your problem would be settled; wouldn’t it? 

Mr. Crossy. Up until the end of 1956. 

The Cuarrman. That’s right. Up until the end of 1956. 








456 AMENDMENTS TO SUGAR ACT OF 1948 


Then we would have relieved Cuba in 1956 by buying 60,000 to 
75,000 tons. 

Mr. Crospy. We would have prevented retroactivity in 1956, we 
would have prevented the effect of changing the law before the law 
expired. 

he CuHarrmaANn. Under the administration’s proposal you would be 
protected because your base quota would not be lower. 

Mr. Crossy. That’s right. 

The Cuarrman. Your participation under the growth formula 
would not be affected. 

Mr. Crossy. That’s right, if I understand you correctly. 

The Cuarrman. Then after 1957 is when you would feel the effect 
of the change in the growth formula? 

Mr. Crossy. Yes. 

The Cuarmman. Now we talk about 1955 and 1945. Those figures 
are not sacred, I think that committee.has. intelligence enough to 
deal with those figures. Now if that can be done, it seems to.me that 
we might be able to bring some relief to Louisiana this year, some 
relief to you next year, ome not disturb this whole thing this year. 

Mr. Crossy. I could not agree with you more, Mr. Chairman. I 
think this is a problem of numbers, I mean.figures, and that it can be 
worked out through this device-of purchase in a way which would 
ease the impact and adjust the problem on a reasonable basis. 

The Cuairman. Now, 60,000 tons when related to the total Ameri- 
can consumption of sugar is almost a negligible amount. 

Mr. Crossy. That’s right. 

The Cuarrman. Now that 60,000 could. be fed into this. market 
under the laws now existing and might affect the retail prices slightly 


but it would only be slightly. 

As I pointed out a while ago, and I was not trying to be funny, there 
are people here, the end users of sugar, processors and all, they work 
on it, they would like to see that done, bring in more sugar. The prices 
of sugar, and I just looked at the figures, in the last several years 


have been on an even keel. 

Mr. Crossy. That’s right. 

The Cuarrman. The prices of other commodities have not. been on 
an even keel, so why-shouldn’t we absorb more sugar here? 

I yield to Mr. Hope. 

Mr. Hops. I defer to Mr. Hagen. 

Mr. Hagen. I was going to yield to Mr. Johnson. 

Mr. Hore. I do want to ask some more questions later. 

The Cuatrman. Have you finished with the witness? 

All right, I recognize Mr. Johnson. 

Mr. Jonnson. I just want to ask you one question. 

You stated that you had had to cut your labor costs from 1952 
to 1955. 

Mr. Crospy. Yes, sir. The Government cut them. We did not 
cut them. 

Mr. Jounson. What were you paying labor in 1952 in the sugar 
industry ? 

Mr. Crossy. I don’t have those figures in my head, but I have the 
figures of what we are paying now. I can tell you how much the 
percentage cut was. 

Mr. Jounson. I'd like to know in dollars. 
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Mr. Crossy. Yes. Well, we were paying the minimum wage in 
agricultural work in Cuba in 1954, which was based by the Government 
on the assumption that the average sugar price was 4.70, and it was a 
great deal lower than that and they knew it, of course, the agricultural 
minimum was $3.14 a day, and the industrial minimum, that is for 
what we call a peon, the man who sweeps out the factory or some- 
thing like that, an absolutely unskilled man, was $4.30. That was in 
the crop of 1954. 

Now in 1955, at the beginning of the crop the Government of the 
Republic issued a decree granting a 7.3 reduction from the 1954 wages 
on the assumption that the average price of Cuban sugar f. o. b. port 
for all types of destinations for the 10 months, the first 10 months of 
1955, would be as low as 3.96. 

If it goes up, by the time it gets to 4.13 the cut is eliminated. At 
the present time the average price I believe would work out somewhere 
around 3.90 or 3.92 so it. doesn’t look as if the cut would be restored, 
but that is the situation. 

Mr. Jounson. That is your common labor? 

Mr, Crossy. That 7.3 cut and the possible restoration of it, applies 
to haat employed by my company except one other director and 
myself. 

ie. Jounson. I understand that, but the wages that you gave us 
were your lowest classes of labor ? 

Mr. Crospy. Yes, sir; and that is a small fraction of the total in 
the factory. 

Mr. Jounson. Some of your other types of labor are probably re- 
ceiving more money than that. 

Mr. Crossy, Oh, much more. 

The Cuarrman. Mr. Hope. 

Mr. Horr. Mr. Crosby, you have spoken about the cuts that Cuba 
has had to take in its sugar shipped to the United States, and of 
course you have had to take some, but the cuts in the main or alto- 
gether, I might say, have been due to the fact that you have had to 
cut down from the windfalls which you got by reason of the failure 
of the Philippines and the failure of some domestic areas to meet their 
quotas; is that right ? | 

Mr. Crossy. That is correct, sir, the formula of the 1948 act in 
providing those deficit privileges for Cuba helped Cuba a great deal, 
and our exports into Cuba, because the Philippine deficit in the years 
1948 to 1950 and 1951 was quite substantial. 

Now those deficits have disappeared, and at the same time effective 
January 1953 we lost 250,000 tons in the amendments. of 1951 effective 
1953 to Puerto Rico, the Virgin Islands, and the full-duty countries. 

And that reduction was not recovered through growth of consump- 
tion since 1953 because, as you know, the growth has not. been. very 
great since 1953. 

Mr. Horr. But you have had a considerable amount of increment 
from the failure of the domestic industry to meet their quotas? 

Mr. Crossy. We had that in the earlier part of the peried, but there 
was no deficit allocation, I think, in 1954 and in 1953, there was very 
little, The deficit has virtually disappeared for practical purposes of 
importance from 1952. 
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Mr. Horr. But you have had under existing legislation which I am 
sure you must feel has been pretty favorable to Cuba, you have had the 
benefit of the deficits that accrue to domestic areas, that is you have 
had a priority over any domestic area. 

Mr. Crossy. Not a priority, sir. 

Mr. Horr. On a deficit in any other domestic area. 

Mr. Crossy. Not a priority, sir, a pro rata. 

Mr. Horr. But you have had the lion’s share of it. 

Mr. Crossy. Because our pro rating base was bigger than the others 
because the pro rata was done on the basis of existing quotas at the 
time, and, of course, I have in mind in making this point that the 
H. R. 5406 takes away that priority for the future. 

Mr. Horr. Yes; that is true. 

Mr. Crossy. And that, if I might say so, is one thing that I am 
impressed by as perhaps a little hard on Cuba. I think the 55-45 
formula itself is a little hard on Cuba because it is a figure derived 
from the situation created following the Smoot-Hawley tariff and 
frozen in the quota system. I want to be entirely frank, sir, that while 
T think the economic overall interests of the United States would not 
be hurt by continuing even the existing sugar legislation for 5 or 6 
years, I know that is not a political reality and I don’t want to waste 
time even mentioning it. 

And I certainly don’t wish to appear before you and take the posi- 
tion that there should be no share of the growth increase for the do- 
mestic areas. That is not my position. 

I think there should bé a share for the domestic areas and the ques- 
tion is what? And there you get down to numbers. 

Mr. Hore. Back in 1934 everybody was in bad shape as far as sugar 
is concerned, 

Mr. Crossy. That is right. 

Mr. Horr. It is a fact, is it not, that the Cuban sugar industry has 
had a constantly increasing quota in this market, and by reason of the 
failure of the Philippines to fill its quota and by reason of the failure 
of some of the domestic areas, you have gained more than anyone 
would have anticipated, have you not, from the time the original 
sugar legislation was enacted ? 

Mr. Crossy. Well, if we had not had the Second World War and 
the disruption that was caused by that both to the Philippines and 
to the domestic area, and if the 1937 act had carried along, we would 
not have been as well off in the last 9 years as we have been. I think 
perhaps that answers your question. 

Mr. Horr. You would have been at least 12 million tons less well 
off, would you not? 

Mr. Crossy. I have not made that computation. 

Mr. Horr. Well, I’ve seen that figure used. It sounds about right 
Just on general terms. I have not any definite figures on it right 
now but I’ve seen that figure used, about 8 million tons is the Philip- 
pine deficit, about 4 milfion tons that you picked up from—no, that 
4 million tons as your increase in consumption in this country. 

But you have had about 8 million tons from the Philippines and 
you have had a certain amount, I don’t know how much, that you 
picked up through the deficit from the domestic areas. 

Mr. Crospy. Yes. That was the purpose of the 1947-48 act pro- 
gram, wasn’t it? 
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Mr. Horr. That was the purpose of the program and I think it has 
been beneficial. I think the 1948 act worked out well for both 
countries. 

Mr. Crossy. And I would like to make that point in connection 
with that program. That many of us in Cuba have been through 
the troubles of the 1920’s and 1930’s, and the last thing we wanted 
to do was to build up a surplus. As a matter of fact, by 1949 there 
was beginning to be a trend downward in our crops and there was 
not much enthusiasm for planting. 

I can tell you my company, we financed our farmers on a very 
conservative basis and never anything that would be carried over into 
the next year, even though cane in Cuba is a 9- or 10-year plant in 
most of our regions; we get 9 or 10 crops off of it. But the Korean 
war is the thing that spoiled the whole picture. And that war broke 
out just at the seasonal moment when it was easy for the farmer to 
put new fields into condition and increase his plantings, and that is 
what he did. 

And that cane came into cutting for the first time in 1952, and it 
could not be left in the fields. It had’to be cut: That was fall plant- 
ing cane that was 18 months old and it just had to be cut, and the 
Cuban Government did not dare to take the responsibility of putting 
a stop ‘to that crop. It left us with 2 million tons of sugar at the 
end of the year. It was not a voluntary intentional move on the part 
of anybody in the sense of planning to bring about that result. It 
was one of those things where free Nee, Fr to itself, and sizing 
up the conditions of the wartime, ‘the United States had cleaned 
Cuba out of sugar in the summer of 1950 and Cuba sold it and was 
glad to sell it at half a cent below the war market. It was certainly 
a 50-50 chance in that Korean situation as to whether there would 
be a world war or not, and the farmers saw those facts and they 
went out and planted the cane. We did not push them into it; they 
did it. 

Mr. Horr. I understand that because we had somewhat the same 
situation in our own country when our Government encouraged 
farmers to plant the basic crops, increase their production, which they 
were able to do and they did. And, of course, we are suffering from 
surpluses in all of our agriculture in this country. Now that is the 
reason we*have’this sugar situation. It comes partly from the fact 
that we cut down on our acreage in other crops and leave the farmers 
with idle acreage in areas where they can raise sugar beets. And we 
have added to that also to that new land coming into production in 
reclamation areas. So’ you have that situation which comes from 
very much the same causes as your expanded acreage in Cuba. 

Mr. Crossy. I think we are in the same boat, sir. 

Mr. Horr. I am sympathetic with your situation and I know you 
are with our situation in this country. I hope that we can work out 
some formula here that will be as fair as possible to everybody. 

I want that to be done if it is possible to be done. But I do believe 
that in Cuba there must be a realization that the time has come when 
there is bound to be some expansion of sugar acreage in this country, 
and that factor will have to be taken into account in your calculations, 
and I am sure you have seen it coming as far as that is concerned. 

Everyone who is familiar with the sugar industry, as you and your 
associates are, must have seen this thing coming, so it is no great 
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surprise, I am sure, to-you that we have legislation here at this time and 
we have this problem we are trying to work out. _ 

Mr. Crossy. The surprise to us was principally the effective date. 

Mr. Horr. I beg your pardon ? 

Mr. Crospy.,The effective date, the initiation of the new growth 
formula was the principal, surprise to us. And another surprise to 
us, sir, if I may take up that theme a little further, was the recom- 
mendation.of-Mr. Holland for the increase of the full duty quotas. 
We just don’t understand that, because we don’t see how it is based on 
a principle, and it seems to.us, with this created plant idle, a large part 
of the crop season underpresent.conditions, we don’t see any. reason 
or logical justification for encouraging other areas, which historically 
never had and were not interested in a share in. the American sugar 
market, some of them did: not have a sugar industry hardly, Mexico 
did not in those old days, and all,those areas that are producing today 
practically at record volume, we don’t see the logic to handing them a 
few thousand tons a year in the growth formula, and which over a 
period of this 6-year. bill will.amount in an aggregate for the whole 
period to around half a million tons, which comes out of Cuba, we don’t 
see the point of that, because that is not going to satisfy them. 

They are not going to be content..with 18,000 tons a year in the 
growth. out, of a hundred thousand .instead of 4,000 tons or whatever 
it may be. 

They are not going to be satisfied with that.. And. what,do you 
accomplish? All you do, if you have any effect on them at all, is to 
encourage.them to build more sugar mills in a world where there is a 
surplus. of capacity and a surplus of production, 

I don’t think it makes sense. And what you are doing, to do that, 
pan take your needle and stick it in the vein of the body of Cuba, which 
1as not. got enough blood now. in her body to maintain the level of a 
stable economy. 

Mr. Horr. [ will say on that point that my mind is entirely open 
at the present time. Certainly my mind is entirely open on that. 
However, I don’t think that we can say that in any program of this 
kind you ought to freeze all the production in some area where it has 
taken place in the past. 

I think you have to have a growth formula. 

Mr, Crospy. I agree with that, sir. I don’t like a freeze on any- 
body. I mean I just don’t think that is modern thinking. There 
ought to be a little flexibility, and that goes I think for any type of 
sugar, raw sugar, refined sugar or anything else. There ought to be 
a little leeway for growth. Anything else is an invidious idea, to 
use Mr. Hagen’s word. 

It is an invidious idea to me. I don’t think it is sound thinking. 

Mr. Horr. As far as this growth formula is concerned, it is nothing 
new in pRnee as far as sugar legislation is concerned because 
from 1934 until 1948 we had a growth formula in which the domestic 
areas participated. 

Mr. Crossy. Yes, sir, these are the same percentages approximately. 

Mr. Hops. So it is no new idea, and we had it then, that is in 1934, 
because it looked as if the domestic areas were going to require more 
production, and I can recall very well the furor there was at the time 
of the 1934 act which was passed, because it was asserted by domestic 
producers that this was an attempt to freeze their production. 
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Mr. Crossy. That is right. 

Mr. Horr. So we adopted growth formula which stayed in the 
law until 1948 when I think, for very good reason, it was dropped, 
and at that time I don’t think anybo v héd in mind that that neces- 
sarily meant we would continue to follow a fixed?quota as far as the 
domestic area was concerned. 

Mr. Crossy. I think you made that very clear as chairman of this 
committee in 1947 in that report. 

Mr. Horr. Yes, I think our report covered that matter very defi- 
nitely. Are you going to propose—we have interrupted you here 
and ithe not let you complete your statement—are you going to pro- 
pose any alternatives to this legislation that is pending before us 
other than you have mentioned ? 

Mr. Crossy. Well, I don’t know. I feel as if that puts me in a 
little uncomfortable position. ‘It is like a fellow accosting me on the 
street and telling me he wants some money and how much have I got 
in my pocket. And I don’t believe, sir—and I hope you feel that 
I’ve tried to speak frankly to this committee—I don’t feel that it 
would be appropriate for me to make a suggestion because I do not 
speak for the Cuban Government, which, after all, is the overall re- 
sponsible entity for the well-being, is charged with the duty for the 
err of Cuba, and I think it might be presumptuous for me to 
suggest things on that, but I will make two suggestions at least. 

I think perhaps I have already implied them. One is I think it is 
important for the prestige, the position, the ideals of the United 
States, important in public relations, and I think it would not be an 
expensive investment, to try to find some formula that would avoid 
the color or’ retroactivity that there is in both of these proposals, 
the 5406 and in the administration proposal. 

The administration has suggested an idea. The chairman of the 
committee, Mr. Cooley, has amplified that idea in an exploratory way, 
and that can be further studied, and maybe that would provide a 
passage, an exit from our difficulties. 

The other things as far as the full-duty countries are concerned, 
I feel that I myself—and I doubt whether other gentlemen on my side 
of this fence would object if the foreign countries were not asked to 
give any sacrifice toward the solution of this problem, and should be 
kept at least at the share Ta have in the overall increase in con- 
sumption under the present bill, that they should not be asked to cut 
down anything. 

If it is necessary to give them a little on top of that, that is a matter 
not for serious difficulty’ between reasonable men. But I think, in 
all sincerity; that Secretary Holland’s program goes too far in that 
regard, when you consider the cumulative effects of that at least. 

Inder this bill then it means that it takes ‘away from Cuba the 
ability to dispose of her accumulated surplus during these 6 years, 
and at the same time maintain her production where it'is; her current 
annual production from time to time, and I think’that is a pretty 
serious thing. 

Mr. Hore. Well, would you want to express any opinion on this 
matter of the growth formula ? 

In other words, I am not sure whether you are objecting in toto to 
the idea of the growth formula or whether you are objecting to the 
formula that has been proposed. 
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Mr. Crossy. No; as a matter of practical application, internal and 
international, I don’t think that I can.take the position of objecting to 
the growth formula in the sense of the principle that the domestic 
areas have a right to share in a nonretroactive way, I would put it, 
in the increase of consumption through the growth of population. 

I concede that principle. The question is what is the figure going 
to be? And I don’t think the 55-45 is a fair figure, frankly, and I 
certainly think if it is unfair, that it is unfairness which is intensified 
by the provision in the bill to give a preference to the domestic areas 
over Cuba in the reallocation of domestic deficits.. That is a new 
feature. If the domestic. areas like. to have the 55-45 of the 1937 
act reenacted, they should, to be consistent, have the same principles of 
the 1937 act continued in the allocation of deficit provisions of the 
new act. 

But I don’t like to go further than that. 

I don’t think it would be appropriate for me to suggest. It might 
be misinterpreted. I think it would be a delicate act for me to men- 
tion any percentages on the 55-45 feature. But somebody—if you 
gentlemen wish to consult with representatives of Cuba on that sub- 
ject, those representatives are here and always available and glad to 
sit down with anybody to try to work out a formula to solve problems 
of this kind. 

Mr. Horr. All right. 

The Cararra an; Mr. Gathings. 

Mr. Garuincs. You are a most reasonable.man. I'd like to say 
that.it was your legal background that causes you to bring this message 
this morning. 

Mr. Crospy. Well, I’m not sure after some remarks I have heard 
from the chairman of this committee, about lawyers in the last 2 or 3 
days, I am a little hesitant to confess, and I can’t take advantage of 
the fifth amendment on that question. 

Mr. Gatuines. You are close to this subject though ? 

Mr. Crossy. I was a lawyer for many years, practicing in New 
York, and by just a twist of accident, one of the clients of the firm was 
one of these Cuban sugar companies that got into difficulties in 1921, 
and I was sent to Cuba. 

I want, after that, back to the firm but eventually I went to Cuba in 
1946 and I have resided there ever since. 

Mr. Horr. Will the gentleman yield? 

Mr. Garurngs. Yes, I yield. 

Mr. Horr. I would simply like to join in what the gentleman from 
Arkansas has said about the reasonable attitude of Mr. Crosby. I 
think he has presented his case in a very effective way but in doing 
so he has been very frank and very fair. 

Mr. Garuines. If you would permit me, Mr. Chairman, I have just 
another question or two. Mr. Crosby, I was interested in what you 
had to say about rice. I know from visiting Cuba that they do know 
how to cook rice in Cuba. I have eaten rice with yam gravy, rice 
with butter, rice with oleomargarine. I like the way they cook that 
Spanish rice down in Cuba. It is really fine. 

Mr. CrosBy. May I say sir, I wish we knew how to grow it as well 
as we know how to cook it, in Cuba. 

Mr. Gatuines. How is that? 








nd 


tic 
it, 


T 
ed 


as 


37 
of 


he 


ht 


yu 
b- 
to 
aS 


os 


oo Sy 


VS =e 


rw Ss & oc 





AMENDMENTS TO SUGAR ACT OF 1948 463 


Mr. Crossy. I say I wish we knew how to grow it, with all due 
respect to those of your committee who are interested in rice, I wish 
we knew how to grow it in Cuba as well as we know how to cook it. 

We have been driven into the growing of rice a little bit because 
of the restrictions of sugar. We have at one of our mills 1,500 acres 
of rice, and if it gives the gentlemen from Louisiana, Mississippi, and 
Arkansas any comfort, I want to tell you we have lost money on it up 
to date and we are not expanding. 

Mr. Garuines. Will it inspire others to enter into the field of rice 
production or is it going to discourage them 4 

Mr. Crossy. This further restriction ? 

Mr. Garuines. That is correct. 

Mr. Crossy. Well, the tendency would be to encourage expansion 
because the farmer will look for something else, but I don’t think that 
the ricegrowers of America should be too much concerned about further 
expansion of rice production in Cuba. I don’t think they can go very 
much further. They went into it very fast and they did not know the 
business and a lot of them have lost money. 

I’m not the only poor operator in that field. 

Mr. Garuines. Could you give us a figure for the record as to the 
rice production in 1948, 1950, 1953, 1954, and 1955? 

Mr. Crossy. I have them. They are in a little booklet of the 
American Chamber of Commerce in Cuba. 

Mr. Gatruines. There has been an increase in the past few years. 

Mr. Crossy. Yes, sir. 

Mr. Garuines. And that increase has grown in the last 2 or 3 years. 

Mr. Crossy. Yes; but our total production is less than 40 percent 
of the consumption right now, I believe. 

(The following data was submitted by Mr. Crosby :) 


Cuban rice production and imports, 1948, 1950, 19538, 1954, and 1955 
[Bags of 100 pounds milled] 











Production Imports 
nn clmettieh aie cities, | 950, 000 4, 854, 000 
Wee tet Thea a So CR ae  Bal ah ee 1, 100, 000 6, 803, 000 
Meo. ee Oi tl, Boalt Tie Oe ore a) eg | 1, 600, 000 5, 635, 000 
Se ee ee Se eee ee ee ee ae | 2° 300, 000 4, 021, 000 
2; 500, 000 ) 





1 No estimate yet. 


Under the preferential reciprocal trade arrangements between the United States 
and Cuba, United States rice enjoys a substantial preferential in the Cuban 
market. Under the Geneva Agreement of 1947, the United States is allowed by 
Cuba a 50-percent preferential on 3,250,000 bags (100 pounds), plus such addi- 
tional quantity as Cuba declared necessary for importation during each rice year 
(July 1 te June 30). The duty on United States rice under this preferential is 
$1.85 per kilogram (220.4 pounds), as against $3.70 on other rice. Due to over- 
supply and shrinking consumption, the declaration of additional quantity en- 
titled to preferential rate was only 400,000 bags in rice year July 1, 1954, to 
June 30, 1955. 

Cuban consumption of rice during 1950-53 was over 100 pounds per capita, 
milled rice. Restriction of sugar production since January 1, 1953, increased 
tendency to plant rice in Cuba, and has also decreased consumption through 
reduction of wage rates and days of work in the sugar industry. However, the 
rate of increase in plantings appears to be slowing down. 

In view of the 50 percent preferential in favor of United States rice, hardly 
any other rice is imported into Cuba. 
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The above table was made up from information obtained from trade sources 
in Cuba, and was published in April 1955, on page 178 of the 1955 publication 
Cuba—Facts and Figures of the American Chamber of Commerce of Cuba. 

Mr. Gatrurnes. How much of that is reflected in the 15-percent 
decline in the imports of rice from the United States? 

Mr. Crossy. There has been a decline from 1953 to 1954. I think 
the 1953 imports were probably too large. In 1954 the Cuban Govern- 
ment did not allot any additional quota above the minimum quota of 
the GATT agreement, which is 314 million bags for the United States 
at a 50 percent tariff preferential. That is what the United States 
right is on the export of rice to Cuba. There is a provision in the 
Lamers, however, in the form of a note, that the United States will 
so enjoy that same low rate of tariff on such additional amounts as 
the Cuban Governmenet determines representative of a deficit, that is 
the difference between Cuban consumption and. production, and the 
minimum 314 million of the 50 percent preferential quota. 

And in 1954 the Cuban Government did not make any allocation 
of a deficit to the rice. I thinkit was along in March or early April 
they declared a 400,000-bag deficit available to the Americans to im- 
port into Cuba on the'low duty rate. 

What you had in Cuba im rice from the end of 1953 on, there had 
been too much importation, there had been too much production. 

The purchasing power was declining, and you had your warehouses 
full of rice, and the market was dropping, and then it continued to 
drop all through 1954. 

Mr. Gatutines. I wish we could develop that further. 

Mr. Crossy. Yes. 

The Cuarrman. May I interrupt a minute? It is past 12 o'clock 
now and we have had Mr. Crosby on the stand since the committee 
convened. Bells are ringing in the House. Id like to check to see 
where we are. We have consumed this entire session with one witness 
and we have a lot of other witnesses. 

Mr. Crosby, I don’t want to cut you off and I don’t want to shut off 
the questioning by the committee, but would you be available later on 
to finish the story if some of the members want to question you ? 

Mr. Crossy. Yes, sir; of course. 

The Cuarrman. I want to try to call these people who have been 
patiently waiting. Have you concluded or just about concluded your 
presentation ¢ 

Mr. Crossy. I think I have nothing more to say in my presentation, 
but if anyone has questions, I’ll be glad to come back. 

The CuHarrMan. I want to thank you very much for your presenta- 
tion and join with others in commending you upon your fair and im- 
partial presentation of the situation as you see it. 

I am sure that the committee has very high regard for you and for 
the people whom you represent, and we shall be glad to exciise you. 
If at some later date we can narrow this controversy down, as I have 
indicated I’d like to see it narrowed down, we might well confer with 
you further about it. 

Will you or will you not be going back to Cuba soon? 

Mr. Crossy. I am here at the disposition of this committee and of 
this problem. 

The Cuarmman. I would like to suggest this. That since the 
Department, the executive branch of the Government, has suggested 
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some relief by the way of purchasing a hundred thousand tons of sugar 
this year, | suggested the possibility of the Government purchasing 
65,000 to 75,000 next year, we might simplify that aspect of it and 
come then to talk about this change in the formula, the growth 
formula. 

Now whether the relief that the Department has suggested for 
Louisiana is sufficient to satisfy Louisiana or to alleviate the situation 
there I don’t know, but I think it is a subject we might think over in the 
next few days. We will get in touch with you later if we can find 
out what the views of the Department are. 

Mr. Crossy. I have no immediate plans to return to Cuba. I'll be 
available in Washington. 

The CHarmman. We have witnesses present, I promised Mr. Willis 
and Mr. Hal Boggs, the Congressman from Louisiana, and others 
that they could testify tomorrow. Unfortunately I will not be here 
tomorrow on account of the death this week of a very personal friend 
of mine. I have to go home and attend the funeral. I want to 
thank you very much for coming here and to say that we have other 
pee who are interested in the welfare of Cuba. We propose to 

ear them, and Id like to excuse you now with the thanks of the com- 
mittee. 

Mr. Walter Mason, of the American Federation of Labor, has some 
of his associates and coworkers here from Cuba. 

We have the international representative of the A. F. of L., Mr. 
Romualdi. 

Mr. Crospy. Would you, Mr. Chairman, permit me to put.in the 
record my deep ‘appreciation of the courtesy and patience that the 
committee has shown me this morning, and particularly my thanks 
for the kind remarks made by you and Congressman Hope and Mr. 
Gathings. Thank. you very niuch, sir, for: the courtesy I have re- 
ceived from all members of the committee. 

The Cuarmman. Mr. McIntire. 

Mr. McIntire. May I say the reasonableness to which Mr. Gathings 
refers comes out of the Maine traditions because this gentleman was 
born in my district. 

The CHarrman. Come around, Mr. Romualdi. I want to say 
to you we are very glad to have you and. your associates here. I had 
the pleasure of meeting this callie and his associates who are here 
in the interests of the working people of Cuba. 

You wish to present. to the committee a prepared statement for the 
consideration of the committee. You are permitted to do so with- 
out objection and you may leave copies here which will be made 
available to the members of the committee. 

We will not include all of this statistical data that is attached to your 
statement in the record, but the statement proper will be included 
in the record. 


STATEMENT OF SERAFINO ROMUALDI, LATIN AMERICAN REPRE- 
SENTATIVE, AMERICAN FEDERATION OF LABOR, WASHINGTON, 
D. C., ACCOMPANIED BY EUSEBIO MUYAL, GENERAL SECRETARY, 
CUBAN FEDERATION OF LABOR 


Mr. Romvatpr. Mr. Chairman, I ask Poe for Mr. Muyal to 
ill take 30 seconds probably. 


say a few words. The whole thing w 
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Mr. Moyat. Mr. Chairman, on behalf of the Cuban Federation of 
Labor we wish to express our sincere appreciation for the honor of 
appearing before this honorable committee for the purpose of pre- 
senting a statement which reflects the views and the desires of the 
Cuban laboring classes on the issue now before this committee. 

The statement which I wish to file has been translated into Eng- 
lish. We apologize to the honorable members of your committee for 
our inability to illustrate orally our point of view due to language 
difficulties. 


We trust that the honorable members of your committee will find 
the written statement clear and satisfactory. 


Thank you. 

The Cuamrman. We thank you very much, sir, and I’m sure the 
committee will consider the statement that you are now filing. 

(The statement above referred to is as follows :) 


STATEMENT OF THE CUBAN CONFEDERATION OF LABOR DELEGATION 


We appear as members of the Cuban delegation representing the Cuban 
Confederation of Workers,:which appreciates the privilege of being permitted 
to present a statement to the Committee on Agriculture of the House of. Repre- 
sentatives of the United States of America as part of the public hearings on 
sugar legislation. Our names are: 

Pusebio Mujal Barniol; general secretary of the Confederation of Workers 
of Cuba (CTC) ; 

Jose Luis Martinez, general secretary of the National Federation of Sugar 
Workers of Cuba; 

Conrado Becquer, vice secretary general of the National Federation of 
Sugar Workers of Cuba; 

Anibal Alvarez Diaz, financial secretary of the National Federation of 
Sugar Workers of Cuba; 

Jose Luis Amigo, secretary of legal affairs, National Federation of Sugar 
Workers of Cuba; 

Domingo Lamadriz, director of the National Federation of Banking Em- 
ployees of Cuba and of the CTC; 

Rafael Otero, director of the National Railway Federation of Cuba and of 
the CTC; 

Jose L. Rey Barreau, director of the National Federation of Banking 
Employees of Cuba and of the CTC; and 

Evelio McDonald, director of the National Federation of Sugar Workers 
of Cuba. 

We are all union leaders in our country with official headquarters in the 
Cuban Confederation of Workers Building, San Carlos and Penalver Streets, 
Habana, Cuba. 

The Cuban Confederation of Workers (CTC) is the only national organiza- 
tion of all the Cuban workers. We have 1,241,384 members. There are 2,142 
local unions throughout the Republic; and there are 33 national industrial 
affiliates, of which the most important is the National Federation of Sugar 
Workers, whose organized membership amounts to 483,579. All local unions, 
the 33 national industrial federations, with their 1,241,384 organized workers 
are voluntarily affiliated with the Cuban Confederation of Workers. This unity 
underscores the maturity of the labor movement in Cuba, which has been fully 
united since 1946, when we destroyed the Communist front which controlled the 
Confederation of Workers. We did this not with violence but through a pro- 
gram which followed democratic procedure and the will of the majority. 

In the fight which we have waged against the Communists, many of our 
friends and coworkers were victimized, and even assassinated by the Reds. 
But, in spite of that, the labor movement in Cuba has fought and continues to 
fight communism, because in Cuba, even within the labor movement, the Commu- 
nist front keeps up its struggle and has hundreds of members against whom we 
have to be constantly vigilant. We know that the Communists thrive when 
misery and poverty strike. 

The Cuban Confederation of Workers (CTC) is affiliated with the ORIT 
(Regional Inter-American Organization of Workers), in which all the most 
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important organizations and federations of workers of the United States, 
Canada, Mexico, ete., are members. Its leadership includes figures of such 
international prestige as George Meany, William F. Schnitzler, Serafino Romu- 
aldi of the AFL; Walter and Victor Reuther, Jacob Potofsky, Ernst Schwarz, of 
the CIO; John L. Lewis and Paul K. Reed of the United Mine Workers; A. E. 
Lyons, of the Railway Labor Executives, and many others. ORIT is presided 
over by one of our colleagues, Ignacio Gonzalez Tellechea, foreign relations sec- 
retary of the Cuban Confederation of Workers (CTC). We are thus a labor 
organization with anti-Communist standing, which has demonstrated how to 
overpower the Reds, and we are dedicated in the American Hemisphere and 
throughout the world to uphold the principles of democracy, of which the United 
States holds the unquestionable and sincere leadership. 

Various amendments have been proposed for changing the Sugar Act. These 
proposed amendments to the Sugar Act of 1948, as amended, and modified in 
1951, and which is due to expire on December 31, 1956, basically affect the sugar 
quotas. Several proposals, making the amendments effective January 1, 1955, 
would give the act a retroactive character.. The modification proposed by the 
administration would make the changes effective on January 1, 1956. In con- 
nection with those proposed amendments, we wish, with all respect and earnest- 
ness, to make the following comments: 

First, we urge that no steps be taken to modify the Sugar Act before its 
scheduled expiration. Any retroactive modification in the law now would under- 
mine the respect and confidence which Cuban workers hold for American pledges. 
Ironically, the administration has proposed a retroactive piece of legislation— 
the very kind of action which the American Government has urged the Latin 
American countries to prohibit as an encouragement to American investors. We 
are confident that the just reasoning behind our argument, and the American 
sense of fair play, will persuade your distinguished committee to reject these 
proposals, and maintain, unchanged, the expiration date of the present Sugar 
Act to January 1, 1957. 

Secondly, we earnestly urge that the proposed amendments be given careful 
and thorough study, in such a way so that there will be ample time to evaluate 
and investigate every argument, and to determine if such arguments are logical 
and are compatible with the economic realities of each nation. 

We have prepared the accompanying statistical studies, which we believe will 
be of assistance to the distinguished Members of the House of Representatives, 
who we know are striving to the best of their ability to make a just and fair 
decision on the problems confronting their country and which affect other 
friendly nations. 


Cuba’s imports from the United States are larger than United States imports 
from Cuba 


While consumption of sugar in the United States has been increasing since 
1951, Cuba has seen a diminution in the amount of sugar exported to the United 
States. Cuba’s share of American consumption: 1951, 38.1 percent; in 1952, 
38.1 percent; in 1953, 34.1 percent; and in 1954, 32.9 percent. For every dollar 
that Cuba has obtained for its exports to the United States, Cuba has spent for 
American goods in 1951, $1.295; in 1952, $1.267; in 1953, $1.089; and in 1954, 
$1.067. ‘a4 — 

We should ‘note, also; that the imports—the purchases which Cuba has made 
from the United States—amount to an average of 80 percent of the total amount 
of commodities Cuba purchases from the world. 

Cuban exports to the United States have amounted to an average of 60 percent 
of all goods Cuba sells to foreign countries, In other words, Cuba has never 
been ‘a burden on the United States but, on the contrary, it has been a great 
importer of United States goods. 

Cuba’s principal wealth—sugar 

Sugar has always represented an average of 85 percent of the total exports 
of Cuba: 1951, 88 percent ; 1952, 86 percent; 1953, 83 percent. As to exports 
from Cuba to other countries: United States has purchased, 1951, 54 percent; 
1952, 60 percent ; 19538, 61 percent. The United Kingdom has purchased, 1951, 
14 percent; 1952, 9 percent; 1953, 12 percent. Other countries in the American 
Hemisphere, 1951, 5 percent; 1952, 6 percent; 1953, 5 percent. Other countries 
throughout the world, 1951, 27 percent; 1952, 25 percent ; 1953, 22 percent. 
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Details of imports of Cuba from the United States 


It has been demonstrated that of the total imports, or what Cuba buys from 
other countries, United States sells approximately 80 percent—1951, 79 percent: 
1952, 77 percent ; 1953, 78 percent ; and that the corresponding Cuban purchases of 
American goods amount to, 1951, $540 million; 1952, $516 million; 1958, $426 
million ; 1954, $428 million. 

If we divide such purchases.Cuba makes from the United States into principal 
columns, as we do on. table 3A, we will have accomplished a very interesting 
analysis of the data. 

The average purchases of lard since 1951 fluctuate from $18) million to $25 
million annually. The amount of corn consumed by the hogs which provide the 
lard sent to Cuba would, if planted in Cuba, oceupy a considerable number of 
acres, which should be considered when the question of acreage dedicated to the 
production of beets is discussed. 

The reduction in Cuban purchases since 1951 in products, such as flour, manu- 
factured and semimanufactured cotton, pharmaceuticals, and other, items, is a 
direct result of the diminution in our sugar sales to the United States, 

If our sugar quceta were further reduced, the extraordinary record in our 
imports of United States electrical machinery, and other industrial machinery, 
would be definitely reduced, because it would be almost impossible to convince 
anybody'in Cuba to invest, if there is no guaranty or definiteness about our sugar 
quota in the American. sugar market, 

We sincerely urge the honorable members of the Committee on Agriculture to 
note the amounts of merchandise listed on table 3A, as well as the distribution of 
merchandise Cuba buys from the different States of the Union, shown in table 
3B. These amounts constitute a very important factor in industrial, and agri- 
cultural economic health. 


Cuba has been reduced from 1947 through 1954 in its sales of sugar to the United 
States; on the other hand, domestic beet producing areas and sugarcane 
areas of the United States, Puerto Rico, Hawaii, and other countries have 
increased their sugar sales to the United States 


Cuba has been losing ground in its sales of sugar in the American market, 
from 1947 through 1954, its share declining 50.8, 41.3, 40.8, 39.4, 38.1, 38.1, 34.1, 
and 32.9 percent, which in tons constitute a loss, if. we compare 1947. with 1954, 
of..1,227,160 tons; and if we compare with 1951, we have also a loss of 231,160 
tons, 

On the other hand, all other suppliers here gained. In the domestic areas, 
from 1947 through 1954, the share has been 48.5, 54.2, 51.4, 54.1, 52.7, 50.2, 53.7, and 
54 percent. This constitutes an increase of 574,000 tons compared to the 1947 
level, and of 348,000 tons compared to the level of 1951. Other foreign countries 
have also obtained increases in their levels. Cuba alone has suffered a decrease 
in its sugar sales. 


Cuba has been redticing the amount of sugar harvested since 1953 in order to 
maintain sugar prices; this has also been the policy of the United States of 
America; this policy has resulted in a loss in the national income and less 
purchasing power for Cuba 


The Cuban sugar harvest season in 1952 reached an extraordinary level; 
production had never been so high: 7,952,000 short tons were produced. But 
Cuba did not try to sell it in the American market or the world market, as it has 
been charged erroneously by opponents of Cuba’s position, On the contrary, we 
financed with our own means the excess of 2 million short tons, and we have 
been gradually absorbing it year after year. If we reached in 1951.a level of pro- 
duction of 6,272,000 short tons, and a high level of exports to the United States, 
this was due to the Korean emergency. 

The levels of 1953, 1954, and 1955 were reduced to 5,600,000, 5,310,000, and 
4,928,000 short tons, respectively, the last being: one of the lowest levels Cuba 
has had in many years, with a much reduced price in the world market. 

It is to be noted that the Cuban national income. is lower concurrently, with 
a lower sugar production and sales to the United States. Thus, the lower the 
sugar exports to the United States, the lower will be our purchasing capacity. 
This problem should be seriously considered; since 80 percent of Cuba’s imports 
come from this country. 

Not only our harvest seasons have been reduced, but as a consequence of these 
reductions, the wages of our workmen have been reduced. Wages have been 
reduced first 5.96 percent in 1953, then 7.3 percent in 1955, which means that 
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more than $40- million less in wages were received by the workers employed 
in the sugar industry of Cuba im each of these years. 


GENERAL CONSIDERATIONS 


We respectfully urge that in considering the proposed changes to the Sugar 
Act, that the following points be taken under consideration; The administration 
bill would reduce our quota in 1956 by more than 100,000 tons; other bills would 
reduce our quota by approximately 500,000 short tons in 1955 and 1956. Cuba 
cannot suffer more reductions, because such reductions would create the most 
disastrous economic consequences, leading to greater unemployment and misery. 
As a logical consequence of such conditions in our economy, we would be an 
easy mark for the communist forces inside the labor movement, thus bringing 
about for Cuba a very serious and threatening situation. 

On the other hand, United States economists, highly qualified to talk about 
such issues,. have expressed the view that in this country, where a standard of 
high wages and very good working conditions prevails, (at least throughout 
most of the country) an uneconomical and highly subsidized production of sugar 
beets and sugarcane should not be expanded. Some of the bills would cost the 
United States some $65 million annually in subsidies alone. 

The amendments of 1951 to the Sugar Act were also adopted at the expense 
of Cuba. Puerto Rico, Virgin Islands, and the full-duty countries were allowed 
to increase their quota by an additional 250,000 tons. Now the administration 
is proposing that of the excess of produg¢tion above 8,350,000 tons, 45 percent 
be assigned to foreign countries, among them, naturally Cuba, but, of such 45 
percent of the excess, Cuba will receive only 60 percent, and of the balance, 
or 40 percent, will be assigned to Dominican Republic, Mexico, Peru, ete. 
This proposal is remarkably unfair because these countries have organized 
their sugar production with the purpose of supplying the world market. The 
Mexican sugar industry is also operated under a system of subsidies; and 
Peru, during last World War, increased its selling price of sugar to the United 
States, while Cuba kept its price intact, thus maintaining, in a spirit of faith- 
fulness and loyalty, its attitude of friendliness to the United States of America. 

Wages in Cuba, with the exception of Canada and the United States, are 
the highest in the Western Hemisphere. This allows Cuba, with its 6 million 
inhabitants, to be the first buyer of United States commodities in proportion 
to per capita ‘income. 

IN CONCLUSION 


It should be conasheved that in times of emergency and crises for the de- 
mocracies of the. world, ‘Cuba has been the first. provider. of sugar, thanks to its 
sugar veserves and favorable agricultural conditions. 

When, during the First World War, United States, Puerto Rico, Hawaii, and 
the Philippines were unable to supply the American sugar market, Cuba covered 
the deficit with 1,412,002 tons from its basic reserve. During the period of the 
Second World War, the same offshore domestic and mainland.areas were unable 
to supply 1,804,568 tons. Cuba came to the rescue and furnished more than 
1,800,000 tons, selling for’a few years its complete harvest production at a 
sacrifice price. Surely, it is not fair to assign to Cuba the role of first supplier 
only in periods of emergency, and suddenly repay her with reductions in quota 
in normal times. 

The delegation of the Agriculture Committee of the House ‘of Representatives 
of the United States, which visited Cuba in January 1955, stated in its report 
submitted to the United States Congress: ‘‘The dollars obtained through our 
purchases of Cuban sugar constitute the source for the Cuban purchases in the 
United States, so extensive that they make Cuba our sixth buyer in the world 
in importance, and has a per capita consumption of American products higher 
than any other foreign country, except Canada.” 

For all the aforementioned reasons, we pray that these conflicting issues be 
resolved, ina ‘spirit of fairness, favorable to our petition. We reiterate to the 
Committee on Agriculture of the House of Representatives our heartfelt thanks 
for their attention and kindness. 


(Tabulations accompanying the above statement have been filed 
with the committee. ) 
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The Cuatrman. I should like to recognize Mr. Ernest L. Klock. J 
understand from Dr. Long that you have been waiting patiently for 
some time, that it is necessary for you to leave, and you have a pre- 
pared statement you'd like to file. 


STATEMENT OF ERNEST L. KLOCK, REPRESENTING MEEKER SUGAR 
COOPERATIVE, INC., RAPIDES PARISH, LA. 


Mr. Kock. Yes; it is just for the record and when the Congress- 
man’s bill is called before the committee, Representative Long will-ex- 
plain it in detail. 

The CuarmMan. We are delighted to have you with us this morning 
and to have you file that prepared statement, and Dr: Long, I’m sure, 
will be here with Congressmen Boggs and Willis and others tomorrow 
when we meet at 10 o’clock in the morning. 

(The document referred to is as follows :) 


MEEKER SUGAR COOPERATIVE, INC., 
Meeker, La. 
Hon. Haroip D. CooLey, 
Chairman, House Agriculture Contmittee, 
Washington 25, D. C. 


DEAR Mr. CHAIRMAN: My name is Ernest L. Klock. I am appearing here on 
behalf of the Meeker Sugar Cooperative, Inc., which is owned and operated by 
the farmers and businessmen of central Louisiana. The Meeker sugar factory, 
Meeker, La., is located in Rapides Parish in the Louisiana Eighth Congressional 
District of which Hon, George 8S. Long is the Representative in the 84th Con- 
gress, lst session, assembled. 

I wish to recommend to the House Agriculture Committee serious considera- 
tion of the bill H. R. 2155 as introduced in the House of Representatives on 
January 13, 1955, by the Honorable George S. Long, Representative of the Eighth 
Louisiana Congressional District, at the same time that consideration is being 
given to bill H. R. 5406, introduced by Congressman Hope, which proposes to 
amend and to extend the Sugar Act of 1948, as amended, and for other purposes. 

We especially recommend for your consideration the two objectives set forth 
in bill H. R. 2155 relative to the minimum proportionate share acreage and the 
reallocation of the unused or frozen proportionate share acreages of sugarcane 
for sugar. The objectives of the sugarcane producers for sugar in central 
Louisiana, who support the Meeker sugar factory in this most isolated section of 
the Louisiana Sugar Belt, are to have the minimum proportionate share acreage 
increased to 10 acres and to be able to utilize the unused or frozen proportionate 
share acreage of sugarcane for sugar reallocated to the farms in this section which 
will plant sugarcane for sugar. 

The unused or frozen proportionate share acreage for sugarcane for sugar could 
be reallocated in the same way as was done under the 1954 Cotton Acreage Control 
Act. When the 1954 Cotton Acreage Control Act was introduced in the 83d 
Congress, 2d session, Congressman Long of the Eighth Louisiana Congressional 
District intreduced bill H. R. 7060 on January 7, 1954, which amended section 
344 (f) of the Agricultural Adjustment Act of 1933 relating to cotton acreage 
allotments. While Congressman Long's bill was not passed by the Congress, the 
1954 Cotton Acreage Control Act, as finally passed, contained substantially the 
same language as did Congressman Long's bill H. R. 7060. The result was that 
the State and county committees were authorized to reallocate unused or frozen 
acreages of cotton land for the 1954 cotton crop. 

The 84th Congress, 1st session, has passed the bill introduced by Representa- 
tive Gathings, of Arkansas, which will permit the county committees to reallocate 
unused acreages of rice among other ricegrowers of the counties. 

We request the same consideration for the unused proportionate share acreage 
of sugarcane for sugar as has been accorded to the cotton and rice growers. 

The Sugar Act of 1948, amended, as is proposed in Congressman Long’s bill, 
H. R. 2155, will greatly relieve the sugarcane for sugar situation in our par- 
ticular section in that a number of farm operators, who are anxious to plant 
sugarcane, but whose farms have no cane history, can be allocated sugarcane 
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acreage by the county committees without the county committees exceeding the 
proportionate share acreages allocated to the Avoyelles, Rapides, and St. Landry 
Parishes under the regulations of the Sugar Division of the United States Depart- 
ment of Agriculture. 

An example as to how the acreage control for sugarcane for sugar affected 
our particular situation in central Louisiana, the base sugarcane acreage history 
for Avoyelles, Rapides, and St. Landry Parishes was 4,214 acres. The propor- 
tionate share acreage of sugarcane for sugar for the 1954 crop was 80 percent 
of this base acreage, equal to 3,371 acres. The actual sugarcane acreage ground 
by the Meeker sugar factory for the 1954 crop was 2,682 acres, a loss of unused 
or frozen acres of sugarcane for sugar amounting to 689 acres. 

The proportionate share acreage of sugarcane for sugar for the 1955 crop was 
fixed at 73 percent of the basic history of 4,214 acres, equal to 3,076 acres. The 
estimated sugarcane acreage to be ground by the Meeker sugar factory for the 
1955 crop is 2,700 acres, a loss of unused or frozen acres of sugarcane for sugar 
amounting to 376 acres. 

We feel that every consideration should be given by the members of the 84th 
Congress, 1st session, to the joint recommendations as made by the growers 
and processors of the mainland cane-sugar industry, the beet-sugar area, and 
Hawaii for amending the Sugar Act of 1948 which are moderate and can be 
entirely justified. 

When the sugar quotas for the 1953 crop were established by the Sugar Divi- 
sion of the Department of Agriculture in accordance with provisions under the 
Sugar Act of 1948, the sugar quota for the Meeker factory was fixed at 4,263 
tons raw value. For the 1954 crop our quota was reduced to 2,939 tons of sugar 
raw value. 

When, at the hearing on the proposed allotment of the 1955 sugar quota for 
the mainland sugarcane area was held in New Orleans, La., on February 25, 
1955, it was found that under the Government formula, the quota for the Meeker 
sugar factory would be reduced to 2,070 tons raw value, a strong protest was 
made. 

We quote in part herewith from our statement to the hearing clerk under date 
of March 14, 1955: 

“Even if we were allowed the 2,700-ton quota plus the one-tenth of 1 percent 
of the mainland sugarcane quota equal to 500 tons as recommended by the rep- 
resentatives of the American Sugar Cane League at the hearing and concurred 
in by those processors present, including the Florida cane-sugar processors, a 
total of 3,200 tons sugar quota for 1955, in our special hardship case, we would 
still be 12 percent under our production average of 3,635 tons for the years 
1950-54 and 28 percent under our production average of 4,446 for the years 
1948-54. 

In our particular hardship case, it is unfortunate that, with the exception of 
the year 1950 with a production of 6,135 tons of sugar, the Government determi- 
nation has to include the 4 years 1951-54 during which we not only had severe 
droughts throughout the canegrowing seasons and 2 of which, the 1951 and 1952 
cane crops, we not only had severe droughts in central Louisiana, but we suf- 
fered severe freezes the first week in November of each of these 2 years, which 
made it necessary to process over 7,000 tons each year of salvage cane to invert 
molasses, and this materially reduced our production of sugar for the years 1951 
and 1952. 

The Meeker sugar factory, located as it is in central Louisiana, is in the most 
northern part of the Sugarcane Belt. This factory serves the sugarcane farmers 
of Avoyelles, Rapides, and St. Landry Parishes as the only means of having 
their sugarcane processed into sugar, this for the reason that the nearest other 
sugar-processing factory is some 70 miles southeast of central Louisiana, which 
makes the railroad freight rate prohibitive for shipping sugarcane from these 
areas even if other factories could process the sugarcane. 

Tt will be noted, that during the 7 years 1948-54 which the cooperative has oper- 
ated the Meeker sugar factory, the average sugar production has been 4,446 tons. 
With a normal sugarcane crop-year, it can be safely estimated that from 5,000 
to 5,500 tons of sugar will be produced by the Meeker factory for the 1955 sugar- 
cane crop. With the 1955 sugar quota less than 4,500 tons will mean not only a 
large sugar inventory as of January 1, 1956, but will mean that this most essen- 
tial industry, with assets of some $550,000 to central Louisiana will continue to 
operate at a financial loss to the sugarcane farmers and businessmen of this 
area who are the owners of this industry.” 
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We also enclose for your, information copies of the statements sent to the 
hearing clerk. on allotments of 1955. sugar quota for-mainland eane areas, De- 
partment of Agriculture, Washington 25, D. C., by the vice president and secre- 
tary and the technical and chemical engineer of the New Orleans Bank for Co- 
operatives, which bank finances the operations of the Meeker, Sugar, Cooperative, 
Ine. 

As you can readily see, it. is,net, only a question of sugar quota, but more par- 
ticularly a question of an ample sugarcane supply for the ,Meeker sugar factory. 
Therefore, in spite of the handicaps. we have had during the past 4 years, we 
would have had a better cane supply had we been able to use the unused or frozen 
proportionate share acreages of sugarcane for sugar the parishes of Avoyelles, 
Rapides, and St. Landry are entitled to. 

Any consideration, that can be given to, this special hardship case through the 
county committee being authorized to reallocate the unused.or frozen proportion- 
ate share acreages for. the 1956 sugarcane crop will be highly appreciated. by 
the citizens and the sugarcane farmers of central Louisiana. 

Very truly yours, 
E. L. Kiock, President. 


NEW ORLEANS BANK FOR COOPERATIVES, 
March 15, 1955. 
Re Meeker Sugar Cooperative, Inc., Meeker, La. 


HEARING CLERK ON ALLOTMENTS OF 1955 SucaR QuoTa For MAINLAND CANE AREAS, 
Department of Agriculture, Washington 25, D. C. 


GENTLEMEN : Officials of this sugar cooperative have discussed with the bank 
their problems, which to some extent are intensified by their restrict-sugar-sales 
quota. 

They point out that their particular locality has experienced 4 years of 
drought during the growing season, that some program is needed for reallocating 
to other growers cane allotments which have been abandoned by certain small 
growers, and that they are asking for a marketing quota based on the historical 
average production of the mill for the period 1948—54. 

We are not qualified to pass on the merits of their request except to confirm 
their drought experience and their need for increased volume of cane and sales 
quotas. We would not presume to make any recommendations to your com- 
mittee, but we are happy to furnish any information which would be of value 
to you with respect to the operation of the mill. This bank has financed the 
operations of the cooperative’s mill for six seasons. Although loans have been 
liquidated annually, the problem of financing future crops is becoming increas- 
ingly difficult. On a volume of 40,000 to 45,000 tons of cane the mill is unable 
to operate efficiently and has paid. its members substantially less than the com- 
mercial price of cane in recent years. 

The operating reports received in connection with the financing of other 
cooperative mills in Louisiana indicate strongly that a mill must handle 65,000 
to 75,000 tons of cane to be able to net the commercial price of cane. Just how 
long Meeker can continue to operate on its present volume and how long the 
members can afford to grow cane at the workout price is a question. Due to 
the somewhat isolated position of the growers around this mill, their survival 
as producers of cane for sugar seems to depend upon the continued operation 
of this mill. A market quota of approximately 4,500 tons per year appears to be 
a practical minimum. 

If there is any additional information which we can furnish for the benefit 
of your committee and the producers of the Meeker area, we shall be happy 
to do so. 

Yours very truly, 
BE. F. CHAVANNE, 
Vice President and Secretary. 


MARCH 23, 1955. 
Re Meeker Sugar Cooperative, Inc., Meeker, La. 
HEARING CLERK ON ALLOTMENTS OF 1955 SucaR Quota ror MAINLAND CANE AREAS, 
Department of Agriculture, Washington 25, D. C. 
GENTLEMEN : Officials of this sugar cooperative have requested me to make a 
statement for the record concerning the condition of their factory, its daily 
and annual capacity and the present fair value of the property. 
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During thé crops of 1948-49, 1949-50, and 1956-51, this factory ground’ 85,090, 
93,000, and 78,000 tons of cane respectively. This cane was ground at an 
average rate of about 1,500 tons per day: The present daily capacity of the 
factory remains at approximately 1,500 tons of cane per day and ninety to one 
hundred thousands tons of cahe per séason. The plant has been reasonably well 
maintained and is quite capable of handling, at the present time, without 
difficulty, a crop of 90,000 tors of cahe. ; 

The value of a sigar plant in Louisiana niust of necessity be predicated on 
the amount of cane. available to the plant for processing. Without cane the 
plant value drops immediately to salvage value only. In the casé of the Meeker 
factory, that would bein the neighborhood of one hundred ahd twenty to one 
hundred ahd tweiity-five thousand ddllars. A fair value for‘the’factory as an 
operating concern would be in the neighborhood of three hundred and fifty to 
four hundred: thousand dollars. To justify sich a° value, the factory should 
have an assured volume of sixty-five to ninefy thousand ‘toiis of cane per year. 


Yours very truly, 
ARTHUR G. KELLER, 
Chemical Engineer. 
The CuHarmMan. I undetstand'there’ are’ other witnesses listed ‘here 
today. 


I think ‘all of you realize that we are pressed’ for time and if any 
of desire’ to: presérit’ statements’ for’ the record, you may do so 
at this’timé; : 5 : | 

If not, the ‘committee will adjourn now and meét at 2:15 ahd we 
will start: with the witnesses who are listed for today. 

(The following: letter’ and‘ statement: were’ submitted to” the: com- 
mitteé*) 

HAWAIIAN SUGAR PLANTERS’ ASSOCIATION, 
Washington, D. C., June 28, 1955. 
Hon. HAROLD D. CooLey; 
Chairman, Conimittee on Agricilture, 
House’ of Representatives, Washington, D- C. 

DEAR Mr. CoorEy: The conditional compliance payments which are made pur- 
suant to the Sugar Act of 1948, as amended, have often been mentioned, and 
have sometimes been erroneously called subsidies, in the course of the hearings 
on stigar legislation which are now in progress before’ thé Committee on 
Agriculture. 

The conditional compliance payments are not benefit payments, nor are they 
subsidies. They are an essential element in the tax-quota-payment plan of 
control in the Sugar Act which provides the means of effective administrative 
control by the Secretary of Agriculture. 

The sugar program is a self-financing arrangement under which the tax is 
taken olit of thé normal proceéds of the sale of sugar, and principally reduces 
the income of the grower or raw’ producer, who then, upon compliance with cer- 
tain conditions, receives the remainder of his normal proceeds in the form of 
the conditional compliance payment. The withholding effect of the excise tax 
on processing, and the economic necessity of qualifying for the conditional pay- 
ment, provide’ an irresistible impulse to compliance with quotas and other 
determinations. 

It was my privilege to present a statement to the Committee on Agriculture on 
this subject on July 22, 1941. A copy of that statement is attached hereto. It 
is valid today, as it was 14 years ago, with the single minor exception that farm- 
ing practices have since been eliminated from the conditions of compliance. 

I hope that you will be willing to place a copy of this letter and the attached 
statement in the hands of each member of the committee. Fifty copies have 
been furnished for that purpose. 

Faithfully ‘yours, 
Ernest W, GREENE, Vice President. 


65704—55——31 
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THE TAx-QUOTA-PAYMENT PROGRAM FOR SUGAR UNDER THE SuGaR Act 


PREDICTED EFFECT OF TAX 


As was officially predicted, the effect of the tax has not been to increase the 
price of. sugar to consumers: 

“* * * one is likely to assume that excise taxes increase prices under all con- 
ditions; but an excise tax on sugar, within certain limits, under a quota system 
is one of the exceptions.” * 

“Quotas influence the price of sugar through the control of supply; conse- 
quently, under a quota regulation of the supply of sugar, a tax may be levied 
without causing any adverse effect, over a period of time, on the price paid by 
consumers. 

“I recommend to the Congress the enactment of an excise tax at the rate of 
not less than 0.75 cent per pound of sugar, raw value. I am definitely advised 
that such a tax would not increase the average cost of sugar to consumers.” ? 


ACTUAL EFFECT OF TAX 


“Since the total quota for sugar was completely filled each year, the quota 
system definitely limited the quantity of sugar made available for sale in the 
United States, regardless of the processing tax. Consumers would pay only 
a given price and aggregate amount for such a quantity, depending upon the 
existing state of demand, which is largely influenced by consumer purchasing 
power. Therefore, the tax did not affect the retail price in any way, at least 
over any appreciable period of time, and so could not have been passed on to 
consumers.” * 

“Since the tax was not borne by consumers or by refiners or distributors of 
cane sugar, and apparently was not borne by the manufacturers of raw sugar, 
it follows that the grower of cane sugar, as the residual element in the situation, 
did bear the burden of the tax as such.” ‘ 

The tax under the sugar program has been borne principally by the producers 
of raw sugar and sugar beets, and the cost of sugar to consumers has not been 
increased. The following table illustrates these points by statistics for years 
when the processing or excise tax was in effect compared with years when 
there was no such tax: 

(Cents per pound] 


Average | 
1909-13 1935 1936 1938 | 1939 


| ene! mee 


Price of raw sugar ! * 3. 20 
Processing or excise tax.....-.......--.------------- . 50 
Refining and distributing margin (by difference) . . _- 

Retail price of refined sugar ? . 5. 70 | 


1 Bureau of Agricultural Economics, U. 8S. Department of Agriculture. 
2 Bureau of Labor Statistics, U. 8. Department of Labor. 


The sugar program is a self-financing arrangement under which the tax is 
taken out of the normal gross proceeds of sale of sugar, and principally reduces 
the income of the raw producer, who then, upon compliance with certain condi- 
tions, receives the remainder of his normal proceeds in the form of the condi- 
tional compliance payment. The total proceeds—sales price and conditional 
payment—are intended to return to the raw producer his normal share of the 
aggregate income of the domestic sugar industry. 

The basic fact is that the tax on sugar is not a price-raising device at all. 
The sole purpose and effect is to withhold temporarily from cane and beet pro- 


1“Statement on Sugar,” by the Secretary of Agriculture, U. 8. Department of Agriculture 
press release, March 15, 1937, p. 9. 

2“Message from the President of the United States transmitting a recommendation for 
the enactment of the sugar quota system, and its necessary complements.” March 1, 1937, 
House of Representatives Document No. 156, 75th Cong., Ist sess. 

2P, 67, “An analysis of the effects of the processing tuxes levied under the Agricultural 
Adjustment Act,” published 1937 by the Bureau of Internal Revenue, 

*“An analysis of the effects of the processing taxes levied under the Agricultural Adjust- 
ment Act,” p. 70. Note that this applies to cane sugar. In case of beet the new tax 
program caused some shift of income from processors to producers, as explained and 
predicted in March 15, 1937, statement of the Secretary of Agriculture. 
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ducers a substantial part of their normal income, in order to use it later in 
payments to producers as an irresistible incentive to carry out production ad- 
justment and marketing control, as well as to induce them to meet standards 
for employment and soil conservation deemed necessary for the success of the 
rogram. 

As long as the tax remains in effect, any denial or drastic curtailment of 
conditional compliance payments to any group of domestic producers would in- 
flict an injustice on all producers thus discriminated against, and would, if 
carried very far, prove financially disastrous to many of them. 

The conditional compliance payment under the sugar program is not a burden 
on either taxpayers or consumers. It is, as has been explained, merely a prac- 
tical device for indueing producers to carry out certain practices deemed by 
Congress to be essential and desirable from the standpoint of the general wel- 
fare, such as: ‘ 

(1) The payment of officially determined minimum wages. 

(2) The observance of minimum ages for employees. 

(3) The adjustment and control of production and marketing. 

(4). The payment by processors of not less than officially determined mini- 
mum prices for sugar beets or sugarcane. 

(5) The carrying out of farming practices intended to preserve and 
increase the fertility of the soil. 

A producer who has complied with the prescribed conditions has earned, and 
by right should receive, the payment for which he has thus qualified under a 
self-supporting program. The tax reduction in the proceeds of sale of the 
raw product makes it necessary for all producers to qualify for and receive 
the conditional payment in order to realize a normal return. Large-scale 
producers, under the graduated scale of reductions which is incorporated in 
the Sugar Act, receive in conditional compliance payments considerably less 
than the amount contributed through the tax on the sugar they produce. 

A scale of reductions in payments based on mere size of the production unit 
must necessarily give an inequitable result because there is no direct relation- 
ship between the cost and the scale of production. It is incorrect to assume 
that large producers necessarily make large profits. Some large producers make 
little profit, and some make more. The same is true of small producers, some 
of whom produce at high cost and some at low cost. Those few large and 
small producers who have been fortunate enough to make substantial profits pay 
large income taxes, and thus are subject to a levy on net income. 

In fact, it will be noted that any adjustment of producer income should be 
based. on profits and not on merely the size of the farm in order that a pro- 
gram may operate successfully. This was pointed out by the Department of 
Agriculture in a letter to the Senate, as follows: 

Jury 1, 1989. 
Hon. BE. D. Smiru, 
Chairman, Senate Committee on Agriculture and Forestry, 
United States Senate. 
* * e x « = 

Technical aspects of S. 2395: 

It is suggested that consideration be given to the following possibilities of 
improving the technical provisions of 8S. 2395: 

- * ok oe ad € * 


2. By modifying the provision in section 340 (b) whereby the certificate allot- 
ments per farm would be scaled down as the total number of bushels increases. 
It is possible that this provision was included on the assumption that large 
producing units have a marked advantage from the standpoints of efficiency in 
production. If this assumption were correct, the ultimate effect of these scale- 
down provisions would be to foster the adoption of less efficient production units. 
On the other hand, efficiency of production seldom, if ever, increases in any 
given proportion to the increases in the size of the enterprise. Some small farms 
are low-cost producers and some large farms are high-cost producers. Conse- 
quently, these scale-down provisions would not be an equitable means of avoid- 
ing excess profits. The equitable and nondiscriminatory device for this purpose 
is a tax on the things themselves, namely high net incomes and excess profits. 


Harry L. Brown, 
Acting Secretary. 
(Whereupon at 12:15 p. m. the committee recessed to reconvene at 
2:15 p.m. of the same day.) ; 
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AFTERNOON SESSION 


The Cuarrman. The committee will please be in order. 

We will recognize you now, Mr. Glenn. Before you start, let'mesay 
that this committee is-under great pressure.. We-had.a.rollcall in the 
House. That:is the reason we were late starting: It:may: be pessible 
that we will not be able to finish. We will start now and proceed as 
far as we can, 


STATEMENT OF WILBUR: H. GLENN, PRESIDEN, NEHI CORP., 
COLUMBUS, GA. 


Mr. Guenn. Mr. Chairman.and.members. of. the,committee, this is 
the user group. We are:the.only people, I think, representing the 
users. It'may be somewhat long, this paper; but it is‘theother'side of 
the question, 

The Cuarrman. Do you want your colleagues to sit with you? If 
they wish, they may do'so. 

Mr, Gienn. I would be pleased to have them. 

My name is Wilbur Glenn. I am. president of Nehi Corp., 
Columbus, Ga, 1 am, engaged..in the soft drink business: The, state- 
ment I am about to make.on behalf of the industrial users of sugar is 
one which has received careful attention and preparation by the repre- 
sentatives of the various industry organizations which. have.subseribed 
to. it. | 

We realize that sugar is a lengthy and complicated subject, and 
that each of the respective industries represented in this statement 
may haye its.own particular problems, with regard to. sugar and its 
uses, That is why I hope that in response to: any: questions: by. you 
gentlemen of the committee, I may have the liberty of calling upon 
the gentlemen who are here from those industries represented in this 
statement.. Some of them,also may have.brief statements on behalf of 
their specific industries. 

There.are with us today: Mr. Creed, from the American Bakers 
Association; Mr. Peyton, from the Association of Cocoa & Chocolate 
Manufacturers of the United States; Mr. Hibben, of the International 
Association of Ice Cream»Manufacturers; Mr. Mack, of the National 
Confectioner Association of the United States, Inc. 

This brief is presented on behalf of the American Bakers: Assecia- 
tion, American Bottlers of Carbonated Beverages, Associated Retail 
Bakers of America, Associated Retail Confectioners of the United 
States, Association of Cocoa.& Chocolate Manufacturers of the United 
States, Flavoring Extract) Manufacturers. Association: of the United 
States, International Association of Ice Cream Manufacturers, Na- 
tional Bakers Supply House Association, National Confectioner’s 
Association of the United. States, Inc,, National, Fruit & Syrup Manu- 
faeturers Association, National Manufacturers of Beverage Flavors, 
and National Preserver’s Association, Inc. ; 

The unusual number of bills introduced at. this session of Congress 
emphasizes the many divergent views represented, and there is hardly 
any part of the Sugar Act of 1948 which has not come under question. 

Aside from the bills to amend the quota provision, there are bills 
introduced to amend many of the other sections of the act, including 
such items as the definitions of sugar, and a bill; H. R. 6848, to. amend 
section 301 of the act, involving labor standards. 
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The position of the administration regarding sugar legislation to be 
considered ‘by Congress was announced in‘a ‘press release on June 8, 
by the Department of Agriculture and sup Teomeand by a draft of 
their ‘recommendations now before you. is position represents a 
compromise of wide diversity of views in’the administration concern- 
ing the objectives of our sugar program and the best means of aceom- 
plishing them. 

In-our approach to the sugar problem, industria] users are desirious 
of onpperane legislation as much within the framework of the Sugar 
Act 6f 1948.as-possible. ‘We propose no radical changes im the Sugar 
Act. 

We are opposed to increases in domestic quotas at this time. 

We take issue ‘with the increases in quotas requested by domestic 
produeers and the Department of Agriculture because of the belief 
on our part'that-such increases must inevitably result in‘a higher price 
of sugar to consumers. The United States Department of Agricul- 
ture’s releases of June 8, stating the administration’s recommendation 
that a sharing formula should ‘be applied when consumption exceeds 
8,350,000 tons is tantamount to applyin the sharing formula on a par 
with consumption as the 1954 level. (See‘exhibit XI at/end of state- 
ment. ) 

The price factor now in seetion 201 of the'‘Sugar Act of 1948 is not 
in line with other agricultural legislation. 

‘We endorse HH. ‘R. 6910 which embodies an amendment to section 
201 substituting for the cost-of-living formula, as ‘a factor to ‘guide 
the.Secretary in sugar-quota determinations, factor'more in line with 
support levels of other agricultural commodities. 

We believe the act should ‘be reviewed from the standpoint of who 
is footing the bill, ‘before the present ‘act is amended to allow for 
greater participation by the protected domestic sugar industry. 


LNTEREST OF INDUSTRIAL USERS IN SUGAR LEGISLATION 


First, let me tell you a little about the interest that industrial users 
of sugar have in this Sugar Act legislation. 

The food industry employs over 1 million persons. The importance 
of r in this industry cannot be overemphasized. Its importance 
was dramatically demonstrated during World War Ii when it was 
necessary to ration limited ‘supplies. 

Upon review of usage over the past 37 ‘years, since World War TI, 
the importance-of sugar as a raw material to industrial users has been 
increasing. (See exhibit VI at-end of statement.) Total industrial 
usage of sugar in 1917 ‘amourited ‘to approximately 1 million tons, 

resenting 23.1 percent of total sugar use-of 4,315,000 tons. 
n 1989 a total of 2,500,000 tons was consumed by industrial users, 
or 86.2 percent of the total of 6,910,000 tons. 

In 1947 the amount was increased to 52.8 percent of a total usage of 
7,500,000 tons consumed in that year. 

In 1954 we estimate that industrial usage accounts for between 55 
and 60 percent of the estimated total United States consumption of 
8,850,000 tons. = 

t the inception of the quota-type legislation, beginning with the 
Jones-Costigan Act of 1984, 20 years ago, induatrinl teen. pls insti- 
tutional and restaurant usage, accounted for only one-third of total 
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United States sugar consumption. It now accounts for nearly two- 
ee the total sugar consumption. (See exhibit I at end of state- 
ment. 

This increased utilization by industrial users is largely because of 
the changing buying and eating habits of consumers. The present 
trend toward more and more prepared food mixes is a sort of revolu- 
tion in the food requirements of the American public. 

These changes in the kinds and packaging of foods, and in the 
methods of their distribution and servicing reflected in the cost-of- 
living index used as a comparison with sugar prices, illustrate the 
impracticability of applying such a general yardstick to a commodity 
such as sugar. These same changes in the distribution and servicing of 
sugar over the same period of time have been relatively few. 

Along with the drastic change in the utilization of sugar as be- 
tween table use and other use, there have been marked economic and 
modernization changes in the handling of sugar by the sugar refining 
and pranteng industries and also by manufacturers using sugar. 
Similarly, planting and harvesting of sugar beets and sugar cane has 
been mechanized and this, along with modern horticultural practices, 
has increased yields per acre. 


STRATEGIC RESERVES NECESSARY 


At the annual hearing before the Secretary of Agriculture we have 
continuously stressed the declining level of inventories held by pri- 
mary eee. and others. This is of grave concern to us because 
of the sensitivity of sugar to emergency or other type situations. This 
is a matter concerning all of the American people. 

It seems apparent now that because of the modernization of indus- 
trial plants for economic reasons, and other reasons we will comment 
on later, we cannot expect stocks held in the hands of primary distrib- 
utors and those held by industrial users to be maintained at the levels 
carried during most of the years prior to the enactment of the Sugar 
Act of 1948. 

Weare much less prepared to meet emergency demands on sugar now 
than we were during the period prior to World War II. Industrial 
users and others directly affected by the wartime sugar shortage can 
appreciate the value of the large reserves on hand in 1941, available to 
help maintain food production when the supplies from the Philippines 
and other areas were curtailed. 

Sugar is a commodity whose demand is described as inelastic. Any 
unusual demand, unless it can be met, generally causes abrupt and 
sharp price changes. On occasion this has brought about a threat that 
some manufacturers might be required to close their plants for lack 
of supplies. These violent changes can cause complete market disrup- 
tion. It is with knowledge of this experience that industrial users’ 
first concern has to do with assurances of adequate supplies and re- 
serves for all possible emergencies. The present level of inventories 
averages about one-fourth less than they were prior to World War II. 


QUOTA ADVANTAGE CREATES OBLIGATIONS 


If one accepts the auote ee control embodied in the Sugar Act of 


1948, the advantage given thereby to producers should carry with it 
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the obligation to provide a means of passing on to consumers the ad- 
vances gained in recent years in terms of lower cost production. 

When the Sugar Act of 1948 was passed in 1947, sugar controls 
had just been’eliminated in the United States but the world was still 
short of meeting its sugar requirements. 

It is understandable that when the Sugar Act of 1948 was passed 
the industrial users, consistent with their basic principle that we have 
adequate supplies of sugar, did not then raise issues involving deter- 
minations of price which might well have been raised under section 
201 of the act. 

Since there is now existing productive capacity to produce an ade- 
quate supply of sugar to meet world requirements this reluctance no 
longer obtains. Indeed, during the last 2 years sugar-producing coun- 
tries of the world have been subjected to production, export, and stock 
controls. ' 

To summarize our position, first, we want assurances of an adequate 
supply of sugar, including an adequate and strategic reserve, to meet 
possible emergencies, and, second, we want that supply at the lowest 
reasonable price. 

Certainly these purposes of our sugar legislation are of such im- 
portance as to merit our most careful study and planning. The Sugar 
Act does not expire until December 31, 1956, and we cannot under- 
stand the necessity for hasty action by Congress without ample oppor- 
tunity for basic study of all the amendments presented by many spe- 
cial interests. It is fortunate, indeed, that the present status of the 
Sugar Act is such that it does not require amendatory legislation at 
this session. 


PURPOSES OF THE SUGAR ACT 


The preamble of the Sugar Act of 1948, as do the previous Sugar 
Acts, beginning with the Jones-Costigan Act of 1934, has consistently 
listed a threefold purpose as follows: 

= To maintain a healthy and competitive domestic sugar industry of limited 
817e; 

2. To assure adequate sugar supplies to consumers at reasonable prices; 

3. To promote our general export. trade. 

The industrial sugar user is interested in all three. As stated 
before, an adequate supply of sugar at fair and reasonable prices 
which reflect economies effected in the sugar industry is our major 
concern. 

We believe that the public and consumer interest should be given 
pe consideration in any act which controls supply and price 

y artificial means. Indeed, it is evident from the Sugar Act pur- 
poses just read that such has always been the intent of Congress. 

World productivity is adequate and there is no evidence now of 
general economic distress creating an urgent situation. Major pres- 
sure for considering amending legislation at this time is brought about 
by some of the domestic producing areas anxious to obtain a greater 
share of the United State sugar market than that granted them under 
the Sugar Act of 1948. This desire on the part of sugar producers 
to sell more sugar under an umbrella of guaranteed markets at high 
prices may be understandable. but it is not necessarily consistent with 
the overall purposes of the Sugar Act. 
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The United States, price for raw sugar.during 1953.and 1954 has 
averaged close to 2 cents a pound, or .$40,a ,short.ton higher than 
world,prices. (See exhibits, VII, VELI,and LX at,end of, statement. ) 
At present levels of annyal usage of 84% million tons,,a,2-cent differ- 
ence per pound amounts to $340, million, representing, this added cost 
to 2 American consumer. 

f we, add.to that the additional cost, of approximately ;1, cent.per 
pound which American consumers pay ,as tariff and processing tax, 
then in. comparison with the world sugar market.our ,cost under. the 
present sugar program is increased by $170 million, or to. round total 
of over $500.million annually, on.a-raw-sugar basis. 

This,is not intended as. an,exact,computation, .but it does indicate 
the substantial sum that American ,consumers are paying annually 
over and above. the, price at, which sugars,can be bought,on the world 
market from the largest sugar-exporting country and our ,major 
supplier—-Cuha. 

1e means available for. the Secretary of dheigultnxe to .hold .do- 
mestic. prices aboye,werld.prices is represented, by ,his.authority under 
the act to restrict the supply of sugar available to domestic,consumers. 
This authority under the act, in view of the availability of sugar at 
much lower prices than are.now-possible to.domestic,users, is, indicative 
of the serious responsibility to,the American consumer, which is berne 
by Congress in its. consideration of,this,subject, and,clearly shows the 
necessity for its.constant.review. 


SUGAR PROGRAM NEEDS COMPREHENSIVE REVIEW 


Since the inception of the quota-type control embodied in the 
various sugar acts over-the.past 20 years, beginning May 9, 1934, the 
acts have been renewed without extensive study. When the act orig- 
inally was passed exhaustive research perhaps demonstrated the need 
for such legislation, but many phases of the act are now outmoded 
and there are certain tendencies-evident which would seem to distort 
the original concept. 

This Congress should thoroughly analyze the full impact of the 
Sugar Act to modernize it to fit the pattern of the present economy. 
In order to do this we recommend that a subcommittee of the Agri- 
cultural Committee thoroughly investigate .all aspects of the act, 
including: 

(a) The effect of increasing domestic quotas tending toward 
higher sugar prices in order to sustain marginal producers; 
(d) a present —— — to payment of subsidies com- 
ared with present-day agricultural policy; 
: (c) Factors sthelinin tee ar4beet and sugar-cane planting, in- 
cluding the relationship of prices for sugar and the returns to 
the growers compared with guaranteed returns to other agricul- 
tural.crops; 
(d@) ‘Lhe processing tax and the tariff .as they relate to sugar 
costs and the operation of the sugar program. 
(e) The effect of volume on net return to the growers; 
(f) Phe reliability of domestic production.as a strategic reserve 
in time of emergency. 

We believe any rast providing for increasing the domestic 

quotas is inadvisable until such time as it has ‘been satisfactorily 
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demonstrated that such additions of quotas can be marketed under 
efficient and économic circumstances. This marketing should be done 
in normal trading areas to avoid an increase in the price of sugar, 
because of freight rates and other costs. 


THE TAX AND TARIFF 


At this point, because of the relationship of the processing tax to 
this program, we would hke to comment on a sugar-cost feature of 
the sugar program which has been imposed on all sugar sales during 
the past 20 years, except for the year 1936. 

In the original Sugar Act, called the Jones-Costigan Act of 1934, 
the act provided for the levying of a tax on the manufacturer for 
processing of all sugar—cane and beet. Early in 1936 the Supreme 
Court ruled that a tax on processors of agricultural commodities was 
unconstitutional when er as & means to control production. This 
was cifétitivented by the enactment of the Sugar Act of 1937; which 
left out the provision for a processing tax and, in place of it, a tax 
provision of a corresponding amount was inserted in the hiternal 
Revenue Code. 

Thé food industry has traditionally been opposed to a food tax. 
The paynients and costs of the agricultural program are all taken 
from thé genéral revenue. Sugar is not a luxury commodity but a 
necessary raw material in the manufacture of food for the masses. 
The current quota-type legislation and our complete sugar program 
stand on their own feet, and it is fallacious to justify them by any 
reference to the income derived from the processing tax. 

Since the import duty is no longer a means of protection to the 
domestic industry, it is a tariff for revenue only and, as such, the 
revenué from the import duty, therefore, may be applied against the 
cost of the sugar-support program. The heavy drain upon consumers 
represented by these revenues levied on a food item, and without 
necessity insofar as the sugar program is concérned, is shown by the 
fact that collections on sugar over the past 20 years have amounted to 
nearly $2 billion, which is almost $900 million more than the cost of 
the sugar program. (See exhibit IT at end of statement.) 

We have recommended that a subcommittee of the Agricultural 
Committee undertake a thorough study of all the provisions of the 
act. If Congress feels that an extension of the Sugar Act is required 
before the expiration date of December 31, 1956, without waiting for 
a comprehensive review by this committee, we would then recommend 
a simple, 1-year extension of the present act to December 31, 1957. 


ABILITY TO PRODUCE AND MARKETING LEVELS UNDER PROGRAM 


The background of sugar legislation has given recognition to the 
advisability, as a national policy, of limiting the expansion of domestic 
sugar production because of the serious questions as to its economic 
soundness. Yet there has appeared a tendency, in the development 
of thinking on the subject, to look upon the ability of domestic pro- 
ducers to produce as the basis upon which to set their marketing level. 

If this principle of secs to produce were ap lied, for example, to 
Cuba, the implication would be that she wou d have the right to a 
greater share under the American quota system. 
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The production incentives of the past 2 years for sugar beets and 
sugar cane, in terms of prices received, have been higher than those 
received by other agricultural products. 

The quotas given to the areas have been retained regardless of their 
performance over the period of the Sugar Act, while Cuba has sup- 
plied sugar, thereby giving stability of our sugar system. 

Until such time as the sugar industry may put its house in order we 
cannot support a quota system in which higher price is an expected 
sequel to a desire for higher production volume. As consumers having 
a vital interest in the cost of sugar as well as supply the preservation 
of the principles of a free market strongly appeal to us as American 
citizens, 


DOMESTIC QUOTA INCREASES AND PENDING BILLS 


We submit that an increase in domestic quotas implies a higher cost, 
for sugar. One direct cost is in terms of the overall cost represented 
by direct payments to the growers on such increase. Another indirect 
cost to the consumers, comes from the restriction of supply to achieve 
a price level for this increased volume produced domestically. 

We further submit that any such increases must be taken from Cuba, 
which country has supplied the stability to the sugar supply reserve 
requirements of the United States during World War II, during the 
first few years of the operation of the Sugar Act of 1948, and during 
the Korean emergency. 


COST OF THE UNITED STATES SUGAR PROGRAM 


The direct cost of minions the domestic sugar industry is about 


$66 million annually. (See exhibit IT at the end of statement.) In 
terms of cost per acre, the average varies n the different domestic 
areas. For example, in 1953 the total payments to the sugar-beet 
industry amounted to $30,351,274 on a harvesting acreage in that year 
of 765,100 or about $40 per acre. In the mainland cane area Sugar 
Act payments in 1953 totaled $8,607,186, based on a harvesting acreage 
of 347,600 or an average of about $25 per acre. 

We believe the records of the Department of Agriculture will show 
that the average annual payment per acre to all domestic sugar areas 
during the past years is the highest for any crop under the price- 
support program. The above does not take into account indirect cost 
since the major portion of the returns to domestic growers is derived 
from the selling price of sugar. For example, in 1953 the total farm 
value of sugar Spots was made up as follows: 


From Sugar Act payments 
Payment received from processor 150, 062, 000 


Total received by growers 180, 4138, 000 


From the above it will be seen that approximately one-sixth of the 
growers’ return constitutes direct payments while the remainder repre- 
sents his share of the net returns fron, the sale of sugar. 

We would like to draw attention at this point to section 304 of the 
Sugar Act of 1948, which pepe the basis for the rate of payment 
to domestic growers. The base rate is 80 cents per 100 pounds of sugar 
or liquid sugar, raw value. These rates are reduced as the size of the 
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farm increases by fractional intervals per hundredweight. Appar- 
ently this principle of the Jones-Costigan Act of 1934 was designed to 
equalize the varying cost between the small and the large farm. If, 
as we suspect, greater efficiency and lower cost are realized by larger 
farms, this, in effect, does not give advantage to the more efficient 
producers. 

If domestic producers are allowed to increase their production, then 
we feel that any such recognition should be directed toward achieving 
maximum efficiency and maximum savings in production costs. This 
should permit some of the savings to be passed on to consumers in the 
form of lower prices. 

In other words, the support provisions of the present program ap- 
pear to be inconsistent with an enlarged and expanding program of 
domestic sugar production and give further reason for constant review 
and revision. 


ABNORMAL DISTRIBUTION WILL INCREASE COSTS 


We must also draw the attention of the committee to the fact that 
increasing mainland competition and the marketing of sugars out of 
normal territories under extreme competitive conditions, tend to in- 
crease the price of sugar. For example, the increase in continental 
production during the past 2 years has created a market situation re- 
sulting in sugar being sold at discounted prices for the benefit of a 
few, with absorption of transportation to higher cost freight areas. 
This has brought about a loss of income to growers which can only 
be compensated for by the Secretary’s price-support level. This 
likely increase in the cost of selling sugars by mainland producers in 
areas normally not served by them can be demonstrated by the follow- 
ing examples : 

The nearest beet sugar area to the eastern markets, such as Buffalo, 
Pittsburgh and Toledo, are selected for this analysis. The trans- 
portation cost from the Colorado group 1 area to Buffalo is $1.16 per 
hundredweight and must meet competition from the New York area on 
the basis of rn transportation charges of 32 cents. Any 
sugar sold in that area would reflect an absorption by the beet sugar 
seller of around 84 cents and this absorption is normally deducted 
from the net returns on the sale of sugar on which the grower obtains 
his portion of that income. 

Selecting another area, Pittsburgh, the respective freights are $1.15 
from the nearest beet sugar source against a New York prepay of 37 
cents which represents freight absorption of 78 cents. 

Another typical area, Toledo, in which freight is $1.11 as against 
a 58-cent New York prepay, or a difference of 53 cents. 

To the extent that the marketing areas are expanding in this man- 
ner the economic inefficiency of this situation is obvious. 

Therefore, in order to bring about a price level which would over- 
come the grower’s share of this loss and bring him the desired return 
in terms of parity, the Secretary of Agriculture has to look at quota 
determinations with that higher price level in mind. It appears to 
us that the more economic marketing areas for beet sugar are now 
well within the present production goal of 1,800,000 tons. The highly 


competitive situation would be further aggravated by an expansion of 
the Louisiana area, since the tendency has been to market their sugars 
in a relatively short period of time. 
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CUBA AN IMPORTANT FACTOR 


Another factor which has influenced our position on this matter 
of division of quotas has to do with the more basic position of con- 
sumers of sugar, including industrial users. 

During the first 5 years of the operation of the Sugar Act of 1948, 
i. @., the years of 1948, 1949, 1950, 1951 and 1952, the Philippine Is- 
lands, the domestic beet industry and Hawaii, did not supply their 
quotas. As was intended, the provisions of the Sugar Act gave to 
Cuba a majority of these deficits. Also, during the period the Ko- 
rean war created an accelerated demand for sugar with the result 
that from the middle of 1950 until October 1951, world sugar prices 
were higher than United States prices. At one point, world prices 
for raw sugar were almost 2 cents a pound higher than the price re- 
ceived by Cuba from the United States. This unusual situation is 
not only a tribute to the handling of the Sugar Act quotas during 
that period but, more intiinatonhie represents the fine cooperation 
which exists between Cuba and the United States. 

Throughout the World War IT period Cuba not only sold its entire 
crop at reasonable prices, but also managed to raise the level of pro- 
duction to the point which permitted food manufacturers throughout 
and following the World War II period an operation at levels which 
could not have been achieved otherwise. This maintenance of a large 
emergency supply of sugar has precented a speculative price rise in 
sugar Se le to that experienced following World War I when 
sugar climbed to a high of 24 cents within a short period. Such ex- 
pandability in the continental areas is not possible and, on the basis of 
past experience, is not probable under emergency conditions. The 
deficits under the sugar program during the past 20 years, as com- 
piled in statistics of the Department of Agriculture will adequately 
illustrate this point. 

It would help to just briefly explain a unique difference in pro- 
duction of sugar in Cuba to that in many other areas. The sugareane 
crop of Cuba, once planted, will yield a crop for 6 or 7 years. After 
the cane is cut at harvest time, the same stubble will produce sugar- 
cane again without replanting. In effect then, Cuba with its ability 
to produce approximately 8 million tons of sugar simply limits its 
crop to 5 sailltom tons, leaving the balance of 3 million tons stored 
in the form of standing cane. This is a way of storing sugar by nature 
at much less expense than storing manufactured sugar. In most of 
the other areas supplying sugar to the United States, the crops must be 
planted each year. 

This ability of Cuba to expand quickly to meet any emergencies has 
meant that the United States has available to it a large reserve to meet 
emergencies on a preferred customer basis. 

Without this ability to expand there is some doubt that any Sugar 
Act could have worked to the satisfaction of all parties during the 
past 20 years, 

From. the industrial users’ point of view, we do not want to take a 
ition that would give the Cubans the feeling that our contracts ma 
changed at will and that, whenever the domestic industry exceed 

its quota, Congress will amend the Sugar Act to increase the domestic 
quota and further curtail the Cuban quota. 
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As we have briefly stated, such action would both increase the cost of 
sugar to consumers and would jeopardize the more vital situation 
of maintaining a reserve supply to meet emergencies. Certainly under 
today’s world conditions we are not free of this question of providing 
the basis for sound and strategic stock resources necessary for sugar. 

We feel that the recommendation of the administration to find an 
outlet for 100,000 tons to relieve the domestic industry of stocks is the 
preferred approach, rather than to upset an equilibrium in the Sugar 
Act quotas. 

These are our reasons for our objections to any change in domestic 
quotas under the Sugar Act at this time. They are entered from our 
standpoint as sugar consumers and users, and with due recognition of 
the place that domestic agriculture holds in our economic structure. 

e are sympathetic with the puneipls that domestic growers and 
processors should participate in the benefits of increases in population 
and other faetors in inereased consumption, but at the sameé time we 
believe that this participation should be based primarily upon the most 
efficient production of sugar and without risk of higher cost as one of 
the results. The consumer and user of sugar is entitled to this, and the 
proposed changes in the permitted volume of domestic production 
should not be made until there is this assurance, duly written into the 
law. 


SECTION 201 NEEDS NEW PRICING CRITERIA 


Supplementing the foregoing viewpoint of industrial users of sugar 
on the proposed changes in the law relating to eee quotas of 
domestic supply areas, we wish to repeat our objections made when 
the act was last renewed on the basis upon which consumption esti- 
mates are made. Specifically we refer to the outmoded basis involved 
in the use of the 1947 deel oh tevin index specified in section 201. 

The substitute provided in the amendment to section 201 proposed 
by H. R. 6910 is, im our opinion, more appropriate under present eir- 
cumstances because it is designed to allow the Secretary of Agri- 
culture to consider as a comparative factor the support levels for 
other agricultural crops. This would be a guide in his consideration 
of the proper price level for sugar, and im his decision as fo con- 
sumption requirements. 

A copy of the complete wording of section 201 is contained in the 
“ae (See exhibit XTT at end of statement.) It maintains all 
of the factors to be considered now in section 201 except the one factor 
relating to price. This change is made by eliminating the cost-of- 
living Factor relating to the 1947 base. period, January to October 
1947, and replacing it by the following: 

A return to domestic cane and beet sugar producers (including payments under 
Title III of this Act) reflecting 75 to 90 per centum of the parity price therefor, 
as determined under section 301 (a) of the Agricultural Adjustment Act of 
1988, as amended. 

This factor is intended to allow the Secretary to consider a support 
price for sugarcane and sugar beet in line with the support price for 
other agricultural crops. (See exhibits IV, X at end of statement.) 
_ There is still much to be desired in this price-regulating clause. It 
is not possible, by using the price of sugar, to obtain for all of the 








486 AMENDMENTS TO SUGAR ACT OF 1948 


domestic growers any fixed percentage of parity. It is a factor that 
needs considerable further study. 

To illustrate the difficulty involved in relating any fixed support 
criteria, let me give briefly the basis for estimating the returns to 
growers of sugar beets. In general, returns to growers of sugar beets 
are based upon the selling price of sugar less: (1) Freight costs; (2) 
the processing tax; (3) sales discounts and other selling expenses. 
The growers’ share of this net result is added to the direct payments 
to the grower by the Government Thus the returns to the growers 
are not known until the sugars are sold and all the factors such as 
freight, discounts, and so forth, are taken into account. This matter 
is not simple since it is based on individual contracts between the 
sugar-beet processors and the growers. 

he method of computing the returns to growers of sugarcane is 
different, but it is sufkcient for the purpose of this hearing to say 
that it is based on a formula which includes the selling price of 
sugar plus the total of all direct payments by the Government to 
individual growers, The Government has no control over discounts 
granted by sellers of sugar and does not control the marketing areas 
and freight absorptions, all of which are factors in determining the 
returns to growers. 

While it is necessary that the Secretary should be given some factor 
as a guide, this price factor is only one of several factors and should 
certainly not be considered as the most important one listed under 
section 201. 

We have consistently stated our belief that the Sugar Act cannot 
be justified by allowing the price factor in any sense to dominate 
the quota actions of the Secretary of Agriculture in making available 
to consumers adequate supplies of sugar. 

When the price factor was incorporated by producers in 1948, many 
of the domestic supplying areas were well below the maximum quota 
allowed under the act, and a stimulus to production may have been 
warranted at that time, when world production required the mainte- 
nance of rationing and price controls in some countries for a longer 
period than was the case in the United States. The stimulus to pro- 
dluction proved more than adequate, and in practically all areas pro- 
duction now exceeds consumption at the current price levels. 


BASIS FOR CHANGES 


Our reasons for concluding that section 201 should be amended to 
give the Secretary a more realistic guide in determining the broad 
general support level required to maintain the sugar-producing indus- 
try are as follows (see exhibit V at end of statement) : 

1. The present price factor is outdated and in no sense can be used 
as a proper guide. 

2. The returns to sugar growers have been higher than the returns 
to growers of other agricultural crops. There is no reason why grow- 
ers of sugar beets and sugar cane should be singled out as favored 
exceptions. 

3. The price of sugar has been more than adequate to encourage 
high-level production. 

4, The United States price of raw sugar exclusive of duty is nearly 
2 cents a pound higher than the world price. 
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5. United States manufacturers are paying more for refined sugar 
than some competing nations which produce and manufacture finished 
products containing sugar for export to the United States. 

The wording of the amendment proposed would require the Secre- 
tary to take into consideration the support levels for other crops as a 
factor. 

Any justification for producers’ claims for higher quotas should be 
viewed in the light of support levels for other crops. It is funda- 
mental that the cost of support not be overlooked and it would be 
inconsistent to consider increasing the production quota of the sub- 
sidized crops without, at the same time, reducing the rate of support 
per unit of production. To do otherwise would be to increase the cost 
to the American consumer at a time when admittedly progress in 
efficient production has been the primary basis for the request for a 
larger share of the total United States market. 


ANY EXTENSION OF SUGAR ACT SHOULD BE LIMITED 


As previously stated in an earlier section of this brief, we have 
recommended that no action be taken on the Sugar Act this year 
pending an overall review of all sections of the act by this committee. 
Since the act has 18 months to run, we believe there is ample time for 
this recommendation. (See exhibit III at end of statement.) 

In no event should the act be extended beyond 3 years, a period of 
time which is in line with the experience of the past 20 years as to 
the frequency of amending the act. 

Since one or the other of the areas are likely during this period to 
seek amendment, it seems preferable that all parties could be on notice 
that at a given frequency the act should be reviewed in Congress. 


CONCLUSIONS 


After thorough analysis of all ramifications of the Sugar Act, indus- 
trial users have arene at the following conclusions: 

(1) The cost of sugar to the American consumer is too high, re- 
flected by (a) the returns to sugar-beet and sugarcane growers com- 
pared with returns of other agricultural commodities, and (+) the 
lisparity between the domestic price level and the world price level. 

(2) Any increase now in the domestic quota is likely to provide 
sugar which cannot be marketed under favorable economic conditions. 

(3) To reduce Cuba’s quota is inconsistent with the industrial users’ 
desire to encourage the maintenance of a strategic reserve of sugar 
for emergencies. 

(4) The ability and willingness of Cuba to supply all deficits and 
to supply additional amounts when neded at reasonable prices has 
been primarily responsible for stabilizing the price of sugar in the 
United States. 

(5) Several features of the act are outmoded. 

(6) The price factor for sugar in the act is out of line with other 
ogrindatal pvlan-euppett policies. 

(7) There has not been enough study given to the many phases of 
the Sugar Act. 

(8) This hearing and —ae detailed study by a congressional 

asis for sound legislation on this 


committee can provide the 
problem. 
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RECOMMENDATIONS 


As we said before, we believe any amendment providing for increas- 
ing the domestic quotas is inadvisable until oath time as it has been 
satisfactorily demonstrated that such increases can be marketed under 
efficient and economic circumstances. This marketing should be done 
in normal trading areas to ayoid an increase in the price of sugar, be- 
cause of freight rates and other costs, 

In the light of the above, we recommend : 

(1) That no change in division of the quota be made at this time 
either as to domestic producers or foreign, 
5 That section 201 be amended as provided in H. R, 6910. 

3} That the Agriculture Committee as soon as possible appoint a 
subcommittee to make a thorough study of the entire act for timely 
review by all parties affected. 

(4) If necessary, a 1-year extension of the act without change until 
the recommended study is completed. 

(5) In no event should the act be extended for more than 3 years. 

(The attachments are as follows :) 


APRENDIX 


Exusit I.—Deliveriea of sugar by primary distributors in continental United 
States © 


[100-pound bag refined. Units of 1 million} 


Deliveries in | Comsumer- 


size packages 
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2d quarter, 1954 
Ist quarter, 1954 
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1 Deliveries in consumer-size packages (less than 100 pounds). 
Source: U. S. Department of Agriculture reports. 
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Exuipit II.—Sugar tax collections, import duty, and Sugar Act payments, 
1938-54 * 


[In thousands of dollars} 





























| | | } 

| | | | Excess of 

Total | | collections 

Year Import | Excise {| Import | revenue | Sugar Act; om sugar 

duty ! tax | tax ? collected | payments | over 
| on sugar | | Sugar Act 
payments 
} } 

IO rcesddetes+urensncy es $39, 654 $30, 569 $2, 813 73, 036 | $45, 821 $27, 215 
GS A Sogn gclasioaconpags 40, 256 65, 414 3. 495 109, 165 | 46, 422 | 62, 743 
TOG ao kntnien aiedisheetinn sine aa 36, 920 68, 145 5, 461 | 110, 526 | 45, 610 | 64, 916 
57, 138 74, 835 4. 876 | 136, 850 43, 491 93, 359 
31, 194 68, 230 | 3, 778 | 103, 202 58, 098 | 45, 104 
50, 157 53, 552 3, 384 107, 003 45, 534 61, 559 
23. 945 68, 739 | 3,906} 96,640 46, 592 | 50, 048 
5, 9 73, 294 3, 262 | 81, 635 50, 898 | 30. 737 
5, 049 | 56, 732 3, 059 64, 840 55. 990 | 8, 860 
62, 830 | 59, 152 4, 755 126, 737 | 62. 175 64, 562 
30, 208 | 71, 247 3, 276 | 104, 731 | 55, 769 | 48, 962 
32, 588 76, 175 4, 139 112, 902 59, 705 53, 197 

32, 509 71, 188 3, 899 107, 686 67, 348 | 40, 3 
29, 965 80, 192 3, 468 | 113, 625 60, 629 | 52, 906 
ION cent otbentertncteanhe~ } 30, 447 78, 473 3, 604 | 112, 524 60, 509 } 52, 015 
WEisbrteb an eenndsnenne ts 30, 316 78, 130 | 4, 867 113, 313 65, 984 47, 329 
MGR tievattebsgeakeanwisonaes | 29, 550 73, 885 6, 313 | 109, 748 66, 288 | 43, 460 
ase | | ———__ 
Das si tesjindincrnine 567,896 | 1.148, 002 G8, 365 | 1,784, 253 936, 853 | 947, 400 


1 Import compensating tax effective Sept. 1, 1987, not included; also wartime payments to domestic growers 
during World War II not included, as follows: 





Bae niaed an acpi Den ghisnatnee sida ndcncadancniacnckmacauinute iotoed $10, 712, 000 
Pe Ainbiditnd nandegibdiastioaldiincdte bss etaenenawiandtatedcntpeacadenan mannan 21, 954, 000 
FE icnagrrintingn qwemsan sigqn manne CONEEN Tee Oke Nt 6SEdSES EE KTS SEWERS eracoteewerernauan 18, 620, 000 
iishinnchecrcetlesibuatinddendisenisnigeane Rvidiemiisltaninsscdetepdinwmet ir irecpusti cine ain ie seit 
i di ntebncinitaiidusdkacaniguinedpbegiedin ape PeUedeoaenmbaceriseieresesecuesne 16, 505, 
tts dabtintittigiih sib eodsildatedabieridadeasteinereeractaneersnenesetng 71, 480, 000 


s 2 The equivalent of the processing tax is collected on direct-consumption sugar imported into the United 
tates. 
Source: Official reports of U. 8. Government. 


ExuisitT III, AMENDMENTS TO THE SuGAR Acts SINCE ENACTMENT OF THE JOQNES- 
CosTIGAN Act, May 9, 1934 


The Sugar Act of 1937 was enacted to terminate December 31, 1940, by Public, 
No. 414, approvsa September 1, 1937. 

By Public, No. 860, approved October 15, 1940, its termination date was ex- 
tended 1 year, to December 31, 1941. 

By Public Law 386, approved December 26, 1941, the termination date of the 
act again was extended for 3 years, to December 31, 1944. 

By Public Law 345, approved in June 1944, the termination date of the act 
was extended 2 years, to December 31, 1946. 

By Public Law 558, approved July 27, 1946, its termination date was extended 
1 year, to December 31, 1947. 

The Sugar Act of 1948 was enacted as Public Law 388, approved August 7, 1947, 
with the termination date set at December 31, 1952. 

By Public Law 140, approved September 1951, the Sugar Act of 1948 was ex- 
tended to December 31, 1956. 


657045532 
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Exursit IV 


TasBLe 9.—Sugar beets and sugarcane-season average price per ton received by 
farmers‘ and parity prices 


Sugar beets— United States Sugarcane—Louisiana and Florida 


Price as Price as 
Price Price 
Parity percent of Sine owe Parity percent of 
received parity received parity 


Dollars Dollars Percent Dollars Dollars Percent 
14, 24 12. 60 113 8. 58 

13. 00 13. 60 96 

13. 27 13. 30 100 

13. 60 14.70 93 

14. 09 15. 90 89 

14. 41 15. 60 92 

13. 95 15.00 93 

13. 50 14. 70 92 
} 


NPBNON Sw 
FESROKES 


| 
| 


1 Includes actual sugar act payments (exclusive of abandonment and deficiency payments). Also in- 
cludes price-support payments for sugar beets 1942 through 1947, and for sugarcane 1943, 1944, and 1945. 


Note.—Parity prices for years 1937 through 1949 calculated under old method; 1950 through 1954 calculated 
under new method. 


Source: Statistical and Historical Research Branch, Agricultural Marketing Service, and Sugar Division, 
= Stabilization Service, United States Department of Agriculture—Sugar Reports No. 30, Octo- 
r 1954. 


EXHIBIT V 


TABLE 11.—Wholesale refined sugar prices (actual and adjusted) and Consumers’ 
Price Indewx 


January- 
October 


, 1947—aver- 
Wholesale ene age ceiling 
1 rice Index 
price (1947-49= 100) price ad- 
justed for 


changes in 
CPI? 


Period 


1947, January—October average 
Calendar year: 





9P 90 ge Ge 90 90 Go GE GE _g0 go go 
RRESSSSSSUIEE 


| 


Year average 


Month, 1955: 
January 
February 

















1 Subject to 2 percent discount. 

2 January—October 1947 average of wholesale refined prices, New York (8.267 cents) divided by Con- 
sumers’ Price Index average for January-October 1947 (94.65) multiplied by Consumers’ Price Index for 
respective period. 


Source: Sugar Division, Rept. No. 30, USDA, October 1954. 
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Exursit VI 


Table showing estimated trend in industrial use of sugar over the past 37 years, 
using the years 1917, 1939, 1947, and 1954+ 


[Thousand short tons raw value] 





| 1917 1939 1947 1954 2 








Total sugar usage. ......-.....-..- ideo sw eamaeaiees nl 4, 315 6, 910 7, 483 8, 350 
TORR IIR oo ncn cen oneness ~sannentasunesuntibiite 998 2, 500 3, 952 3 4, 850 
Industrial use as a percent of total____- diiekeindewenconal 23.1 36. 2 52.8 55-60 


1 The table showing industrial usage does not include institutional and restaurant usage. 
t 2 The Sugar Rept. No. 37, USDA, shows that in 1954, 3,718,000 tons or 46.4 percent of total sugar deliveries 
were purchased direct from primary distributors. The higher figure in this table represents sugars bought 
from wholesalers and jobbers who supply the thousands of small industrial users throughout the United 
States. i 
” 4 Estimated. 








Exuisir VII 


TABLE 31.—Quota premiums and discounts: Comparison of Cuban price, per 
pound of sugar for shipment to United States and world market, annual aver- 


age, 1934-54 














Price for ship- ] Price for ship- 
ment to— ae, | ment to— . 
Year and month a States price | Year and month |-—-———_;—— States price 
United | World | "0m world United | World | om world 
States | | market ? | price || States! | market?| Price 
| 
| Cents Cents Cents Cents Cents Cents 
1934... Ao 0.91 0.46 || 1945.......-.._. 2. 65 3.14 —0.49 
1008 cases ae 88 esr 3.42 4. 24 —.82 
1608: .cucb'sie ks |} 2.56 88 $00: 9ONRs. ek shcs 4.97 5.03 —.06 
Ve tata | 285 1.13 5.00 SNR 4. 64 4.23 41 
1938. 1.90 1.00 | nb go wanna 4.94 4. 16 "78 
1939__- 1.74 1.43 1 |] 1060.--222777 ooo 5.09 4.98 ll 
eee 1. 67 Ll SOS oc 5.07 5.67 —. 60 
a... dc | =. 9.09 1.46 5 Gere 5.35 4.17 1.18 
To nensernene Fees? 2. 69 S59 Oe edness 5.43 3.41 2.02 
We 3 2. 46 2. 69 nh We ee 5.21 3.26 1.95 
wee | 2. 59 2. 69 —.10 


1 Raw sugar price, duty paid, New York basis, less duty and freight from Cuba to New York (since 1948 
less duty, freight, and insurance). Duty paid price for years 1944-47 reflects the average duty paid de- 
livered price charged ‘United States refiners by Commodity Credit Corporation. 

Freight rates from Cuba to New York were obtained from the following sources; 1934-41, Lamborn Sugar 
_ Report; 1942-47, U. 8S. Maritime Commission Official Rates; 1948-52, Lamborn Sugar Market 

+. 

fear was entered duty-free from June 1944 through December 1946. The then-current rate of duty has 
been deducted for this period from the annual average New York duty paid price, inasmuch as a substantial 
portion of this duty equivalent was used by CCC to offset its losses due to the spread between the ceiling 
price and the cost of sugar. 

2 See exhibit VIII. 


Source: Sugar Division, USDA, 
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Exursrr VIII 


TaBie 31.—Quota premiums and discounts: Comparison of Cuban price, per 
pound of sugar for shipment to United States and world market, annual aver- 
age, 1950-51, by months 
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1 See Exhibit VII. 

21934—41 cost and freight, London basis, converted cost and freight, New York basis 
(Lamborn Sugar Market Report) less freight from Cuba to New York. 1942—47 prices 
are oe Pe to Cuba by Commodity Credit Corporation plus CCC’s expense markup. 
Prices paid to Cuba for the various crops were as follows : 1942—44, 2.65 ae me pound ; 
os 3.10 cents ; 1946, 4.18 cents ; and 1947, 4.96 cents, 1948-52 New York Coffee 

xchange. 
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Exuisir IX 


TaBLE 31.—Quota premiums and discounts: Comparison of Cuban price, per 
pound of sugar for shipment to United States and world market, annual aver- 
age, 1958, 1954, amd 1955, by months 


Price for ship- Difference 
ment to— United 7 


Year and month ;}—- | States price |; Year and month |~-- States price 


from from world 
_— a price United World price 


SS ee 


Cents Cents 1954—Continued | Cents 
MMR Sd 5. 28 


~ 
& 


November... 
December. . . 


Averago. - - 


AOD GM EH 
SROSRSRsS 
SSFRSsessq 


MMP mb ee 
~ 
= 


NSEBSSSRENS 
S| BBBeeRxseguze 


= 
iG 


| 
| 


| 1955: 
January - ..- 
February ---- 


ge | SV Ng OV on oH ge EH gH OF gr 
SSSSSSsesste 


& 


$2 | 99 09 20 G0 99 Go Go ge go o9 oo 


ao 
= 
no 


Prerrr | a ei ace 


S2SRe 








go go 99 
BSS 
ner 
Sauer 











ce 
id 


i 


NR) SSSSSSHSS 


SE Som 





AMENDMENTS TO SUGAR ACT OF 1948 493 


Exuirr X 


Table: Prices of sugar beets and sugarcane’ and price indewes for sugar beets, 
sugarcane and all farm commodities, 1947-54 





Index of prices for farm 
commodities 








Sugareane 


Index 
(1947-49) 


5 
S 


Converted 



















1067 esecrsenns 10. 60 7.17 112.2 276 102 
1948. . 10. 38 5. 76 90.1 287 106 
1940... 10, 87 & 25 97.8 250 92 
1950_. 11. 22 7.30 122, 0 268 95 
195T_- 11. 67 6. 37 99. 6 302 iil 
1B wes ac.2 12. 05 6. 95 108. 7 28 106 
1953. -...- 210. 51 27. 24 7113.2 258 95 
19BG, nnng = <cilh = Minige <2 cater eeien 211.05 2 6,82 2 106.7 250 92 





! Exclusive of Sugar Act payments which approximate $2.84 and $1.16 per ton ef sugar beets and sugar- 
oP ietimeted. 
s : 


Source: Compiled from records of the U. 8. Department of Agriculture. 


ExuHrsiT XI 


TaBLY 3.—Population, total and per capita sugar distribution by primary 
distributors for consumption in the continental United States 


Distribution of sugar by 
primary distributors 





Po 
Calendar year 
(000 omitted) 1,000 short | Pounds, per 
tons raw capita raw 
Vv value 
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TUF bb Sk ch ceeded cb db isthe dgeidueh we dd thshudoctsasoubsbecdise 128, 825 6; 671 108. 57 
Lac cinad opiektlln andgdecitahidendiy hak al apemaaeenstds <-4depeerts 129, 825 6, 643 102. 34 
LOGE Reta cbsoe ge nas oocigh cansktonsbabemasdbenaneegins 130, 880° 6, 868 104. 95 
WOO. facdiliy addi atk cncddddidhdiddec o+obbidnbtsdide a didise 132, 122 6, 891 104. 31 
TOU caccheutldebhde Mick che Sa, 4oake -4 due Sivan aon ngeod 183, 402 2 8,069 2 120. 97 
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1OGR. cided cb Ain bdendiben etic sok Sydddn dca selene sGinsembandaia 136, 739 6, 335 92. 66 
OO iis Thais snitchetncenstiatinn sitghanale dealin cittianiediigheiacaiaineindabl 138, 397 7, 147 103. 28 
NOOR og ii 85h 5k ddd £63 <2 4440-54055 4ddds ke etl 139, 928 6, 041 86. 33 
WGcedyudphdhaogS ieee btibdaintonisdienndodivicbie ubulciie tn daily stdilete dia a 141, 389 5, 621 79. 5h 
Wits a hited nctihboddduabvwdsidadedidis dublin Senmupat ohublvihid « 144, 126 27, 448 7 108. 35 
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li ge population of continental United States as of July 1, including Armed Forces overseas (Bureau 
t nsus). 

2 Unusually large distribution in 1941 due to war in Europe; in 1947 due to termination of rationing and 
price controls; in 1950 due to outbreak of Hostilities in Korea; in eacli case large quantities undoubtedly 
carried over into following year. 

3 Projection: see Bureau of the Census, Rept. P-25, No. 78, issued Aug. 21, 1953. 

‘ Current estimate is around 165 million persons. 
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Exurerr XII 


SECTION 201 


The Secretary shall determine for each calendar year, beginning with the 
calendar year 1948, the amount of sugar needed to meet the requirements of 
consumers in the continental United States: such determinations shall be made 
during the month of December in each year for the succeeding calendar year 
(in the case of the calendar year 1948, during the first ten days thereof) and at 
such other times during such calendar year as the Secretary may deem neces- 
sary to meet such requirements. In making such determinations the Secretary 
shall use as a basis the quantity of direct-consumption sugar distributed for 
consumption, as indicated by official statistics of the Department of Agriculture, 
during the twelve-month period ending October 31 next preceding the calendar 
year for which the determination is being made, and shall make allowances 
for a deficiency or surplus in inventories of sugar and for changes in consump- 
tion because of changes in population and demand conditions, as computed 
from statistics published by agencies of the Federal Government; and in order 
that such determinations shall be made so as to protect the welfare of con- 
sumers and of those engaged in the domestic sugar industry by providing such 
supply of sugar as will be consumed at prices which will not be excessive to 
consumers and which will fairly and equitably maintain and protect the welfare 
of the domestic sugar industry, the Secretary, in making any such determina- 
tion, in addition to the consumption, inventory, popuiation, and demand fac- 
tors above specified and the level and trend of consumer purchasing power, 
shall take into consideration [the relationship between the prices at wholesale 
for refined sugar that would result from such determination and the general 
cost of living in the United States as compared with the relationship between 
prices at wholesale for refined sugar and the general cost of living in the United 
States obtained during 1947 prior to the termination of price control of sugar 
as indicated by the Consumer’s Price Index as published by the Bureau of Labor 
Statistics of the Department of Labor.] a return to domestic cane and beet- 
sugar producers (including payments under title III of this Act) reflecting 
75 to 90 per centum of the parity price therefor, as determined under section 
301 (a) of the Agricultural Adjustment Act of 1938, as amended. 


The Cuarrman. We thank you very much, Mr. Glenn, for your well- 
prepared and well-presented statement. You brought out very clearly 
inconsistencies in our agricultural program. You regard the sugar 
program, I see, as a price-support program. Actually, you call it 
that—actually that is what it is. 

Mr. Gienn. Yes, sir. 

The CHarrman. Under the program now in operation, under 
Secretary Benson, who is the chief agricultural officer of the country, 
sugar is being supported at 93.5 percent of parity. 

Mr. Guenn. Right, sir. 

The Cuamman. That was beet sugar. Mainland sugarcane is be- 
ing supported at 90.2 percent on per That is right, Mr. Hill. 

want to congratulate you, Mr. Glenn, on that, not that I think 
that this committee is always consistent, but the fact is you advocate 
that Mr. Benson deal with sugar like he insisted upon dealing with 
other crops, that is, to be flexible in price support and to operate on 
the 75 to 90 percent of parity. 

Mr. Guenn. We have suggested that it not be given any more favor- 
able action than any other crop. 

The Cuatrman. Wehavethisclear now. Sugar beets are being sup- 
ported at 93.5 percent of parity ; wool is being supported at 105 percent 
of parity. Our other crops at what? Seventy-six percent of parity 
on wheat. 

Mr. Hitt. What do you mean “our other crops”? 

The Cuarrman. Our basic commodities. 
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Mr. Hitz. Whose crops? I thought that this was the United States 
of America. You should be under the Sugar Act. That would 
bring you in. 

The Cuarrman. He pointed out how many million of dollars there 
were in cotton, how much was it, $900,000 more collected on sugar? 

Mr. Gienn. Over the 20 years, over a period of 20 years, I believe 
it was. 

The Cuarman. You know who received it. It went back to the 
growers, did it not? 

Mr. GLENN. The money went back to the growers? 

The Cuarrman. Part of the tax money went back to the growers. 
What became of what was over that amount ? 

Mr. Gurenn. I gave you a figure for 1 year to illustrate that. 

The Carman. I thought it was an overall operation, but I also 
thought that the sugar program at the end of this year would show a 
profit of $309 million. That is what I have been advised. 

Mr. GuEenn. It goes back to the Treasury Department. 

The Cuarrman. I would like to quote from this. Let me see if I 
have these figures before me. The program operates at a substantial 
profit to the Government and has for 71 years. It has returned to 
the Treasury $239,777,862 above all expenses of the program. The 
collection for 1954 amounted to $1,216,388,000, and the payments 
totaled $926,610,760. I assume that these are accurate figures. 

Mr. Poacs. That $200 million went the same place that the $267 
million that was made on cotton went, did it not? It went into the 
Treasury, did it not? 

Mr. Hut. What I would like to ask is this, Is there any reason that 
we should be crying where that went? Are you finding fault because 
a little money went to the Treasury Deparynand out of the sugar- 
beet operation and the cotton operation? Are we trying to make 
that a part of this testimony ¢ 

The Cuarrman. Mr. Poage was trying to show you that you that got 
back, and we did not get ours back. 

Mr. Hitz. You should move to the sugarbeet area. 

The Cuarrman. Let us come down to your problem. You repre- 
sent the group that I referred to vente deny that would like to have a 
little cheap sugar; is that not right? 

Mr. Guenn. We think the sugar price is too high, shall I say it 
that way ? 

The Caatrman. You may say it that way. 

Let us go back to 1951. That is went we last talked about this act. 
We find that the retail price was 10.1. It went up in 1952 to 10.3; 
1953, 10.6. It is now 10.5. In other words, 10.5 cents a pound. 

Mr. Guenn. That is the retail price. 

The Cuarrman. That is retail. Refined sugar has been stabilized 
that way—bulk refined sugar. 

In New York, with the tax, et cetera, in 1947 it was 8.29, and in 
1948 it went down to 7.76, and in 1949 it was still below 8; in 1950 
it went up to 8; and in 1954 it is only 8.72. 

Mr. Guenn. Correct. 

The CuHarrman. Or about one-third of a cent above what it was 
in 1947, Sugar only increased, according to these figures, from 1947 
to 1954 aolard of a cent. 
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As a manufacturer and end user, if we did what you recommended 
and reduced the price of sugar, you would not pass on one mill of that 
to the consuming public, would you? [Laughter.] 

Mr. Guenn. I think that all of our costs are so high that wé would 
be in a very bad position to pass — on. 

The Cuarrman. In other words, you are going to make the same 
concession that the peanut confectioners ae when they argued to 
reduce the price of peanuts: They admitted in this room that they 
would not reduce the cost of the candy bar. You would not reduce 
the price of pop, or Coca Cola or Pepsi Cola, or anything else. 

Is not that a fact that you are not in a position to pass it on ? 

Mr. GLenn. Let me answer it spreificalty.. The econipany I ain con- 
nected with has only one bottling plant. We are a parent company 
that sells to many companies. e are selling soft drinks at 80 cents 
a case, and we sold them at that price 20 years ago. 

The Cuarmman. Look at your volume compared to 20 yeat's ago. 

Mr. GLENN. It has helped some. 

The Caarmman. Surely, it has. 

Mr. Guenn. We are just not making the money that we are etititled 
to, and we are entitled to a profit. 

The Cuarmman. Certainly you are entitled to a profit, but we deal 
with all of these commodities. I know that this committee wants 
to deal fairly with the producers of all agricultural commodities and 
have uniformity in the agricultural program, but the fact is that if 
we reduced peanuts from 90 to 75 percent, the consumer would not 
know the difference. 

If we reduced the price of sugar by one-lialf cent, they would still 
not know the difference. 

Is that not a faet ? 

I will suggest to Mr. Peyton or anybody else who wants to argue it, 
whether you would say that you would pass it on or not. 

Mr. Guewn. It is a fact, but we would have less bottling plants. 
They would go out of business. 

The CuarrMan. They have not been going out of busimess: 

Mr. Grenn. One hundred and sixty went out of business last year. 

The Cuarmman. How many? 

Mr. Grenn. One hundred and sixty. 

The Cuarrman. One hundred a sixty bottling plants were liqui- 
dated last year? 

Mr. Guenn. Mr. Riley, secretary of the American Bottlers Associa- 
tion is here and he will confirm that. 

The Cuamman. That is because the cotton farmers lost their pur- 
chasing power.. [Laugliter. | 

Mr. Guenn. I agree with you. 

The CHarrman. I am not:trying to be facetious about this thing, but 
I know that you do have a problem. 

Mr. Grewn. We'do. 

The Cuamman. You must give the Sugar Act credit for bringing 
about a degree of stability in sugar prices. It has not fluctuated. It 
has not changed substantially. Maybe you had inctedses’ in’ labor 
costs, machinery costs, and other maintenancé of transportation costs, 
as well as other things, but thanks te the Sugar Act it has stabilized 
sugar prices. 

r.Guenn. I think we have said that in this brief. 
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The Carman. You said it- was toohigh. 

Mr. Guenn. Yes, correct. 

The Cuatrman. You call it a price-support program. It is, for 
93.5 percent of parity for sugar beets. You cannot get away from 
that. Mr. Benson can bring that price down any day in the week that 
he wants to, by bringing in. more sugar from Cuba. 

Mr. Guenn. Raise the quota and bring in more, absolutely control 
the price. 

e CuHarrMaANn. If he would provide you with the relief he has the 
— to do, he would relieve you now. He has that power, has he 
not 

Mr.Giann. He could-relieve it immediately. 

The CuatrnMan. If he would just flex it a little bit, like-he did with 
the rest of us, you be satisfied ? 

Mr. Guenn. Well, we would like to see a freer market, of course, 


es. 
, The Cuarrman. Has he ever given you a hearing to let you petition 
the Government to bring in more sugar to make sugar more plentiful? 

Mr. Gumnn. Yes; once a year. 1 think the hearing is in Seomaber 
every year. 

Mr. Myers. November or December. 

Mr. Gupnn. November or December. We appear at the hearing. 

The CuarrMan. Was it.a formal appearance, or one of these per- 
functory hearings? Do you present your cause like you do here? 

Mr. Gienn. We present it like we present our cause here. We 
receivewvery cordial treatment. 

The Cuamman. You are treated pleasantly, but you receive no re- 
lief? [Laughter. ] 

All right, Mr. Hill wants to find out semething now about the 
a ag 

. Hix. I have a question or-two. 

You answered most of mine awhile ago. I would like to ask this 
question, however. 

When a housewife goes to buy food for her family, the important 
person in all of the discussion that this committee has is the house- 
wife, the ultimate consumer—are you telling this committee here to- 
day that sugar prices are too high at the retail store? Forget the 
wholesale price. I know that you boys have a lot of figures. Let us 
stick right to the housewife’s price of sugar. What do you think 
about that ¢ 

Mr. Guenn. Ido not think that we can say what the retail price of 
“ee should be ; no, sir. ; 

. Hu. My question is this: Is the retail price of sugar to the 
American housewife out of line ‘with other prices? That is the ques- 
tion this committee has before it. Are we working on a program for 
the growing of sugar cane and sugar beets that is detrimental to the 
people of this country when we consume more—not quite, but con- 
sume almost more'than any other major country ¢ 

. Gunn. We have said, sir, that the housewife is getting more 
and more of her ee through manufactured or prepared products ; 
that 60 percent of the sugar is consumed by the industrial users now. 


Of course, the housewife buys the products that we produce. 
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Mr. Hi. The point I am making is that when she goes to buy a 
5-pound paper sack of sugar or a 10-pound sack of sugar, is she paying 
too much for it ? 

Mr. Grienn. I would like to answer it this way: If we are paying 
2 cents a pound above the world price somebody in the United States, 
and that is the consumer of sugar, is paying $340 million. That is a 
lot of money. 

Mr. Huw. The point I make is this—I am looking at the price be- 
fore me which I had prepared for just such an occasion as this—my 
table, prepared by the United States Department of Labor Statistics, 
shows that of all of the foods the housewife buys, sugar is the cheapest 
on the basis of food value. Is that a correct statement or is it wrong? 

Mr. Gunn. I would say that sugar is almost in a refined state, but 
not a manufactured product. Yes; I think that table is all right. 

Mr. Huw. All your difficulties would be remedied if you charged 
7.5 cents a bottle for Coca-Cola or whatever else it is that has been 
selling for a nickel, would it not—it would be remedied immediately ; 
is that correct ? 

Mr. Guenn. Competition controls that. I cannot remedy it. 

Mr. Hux. Competition is nothing but just saying the “other fellow 
does it.” 

Mr. Guenn. An increase in price would help, but we businessmen 
are faced with the antitrust laws. We cannot get together and con- 
spire and increase the price. 

Mr. Hut. I did not say anything about that. I just said is there 
anything in this testimony that you have made for all of these good 
people—and they are good people—that a little increase in the price 
of your goods would not take care of? 

Mr. Gienn. If competition did not increase, you would lose your 
volume. 

Mr. Hix. How do they get along? 

Mr. Grenn. I cannot answer for them. They may be willing to 
take a small profit. 

Mr. Hix. If they did not make a profit they would not be your 
competition very long. 

Mr. Grenn. Some of them have been entrenched for many years 
and have more capital to operate than others. 

Mr. Hi. They are living on their reserves? 

Mr. Guienn. That is possible in some areas. 

Mr. Hitz. You still sell a coke for a nickel. 

Mr. Guenn. In some areas of the country, yes. I sell Royal 
Crown Cola, and we are.in competition. I keep my price down to 
theirs. Bottlers generally do that. In some areas the prices are up. 

Mr. Hixxi. You admit that the price of sugar to the housewife is the 
lowest priced food product that she purchases on the basis of price. 

Mr. Gtenn. You apparently are comparing sugar to foods that are 
not the same as they were 20 years ago. 

Mr. Hixx. No; food isthe same. That is all right. 

Mr. GLENN. Sugar is packaged like it was 20 years ago, I would say. 

Mr. Hitz. When you buy sugar at 10 cents a pound retail or 10.5 
cents, you cannot say that the housewife is paying too much for sugar. 
If there is anything wrong with what you are complaining about, Mr. 
Myers is sitting here and I think that he can take care of that without 
legislation. If you think that the price is too high, he has the remedy. 
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Thank you. That is all. 

Mr. Poaceer. I am delighted that my colleague here just emphasized 
that, because it is a fact that the Secretary of Agriculture, not Mr. 
Myers—but the Secretary of Agriculture—whose name is Benson, 
not ew does have that power. He does have the power to do that 
exactly. 

Mr. Hux. Did the other Secretary ? 

Mr. Poace. The other secretaries that I have known have all be- 
lieved in keeping other commodities up, too. They believed in keep- 
ing wheat up to 90 percent. They believed in keeping cotton up to 90 
percent. 

It is only since we have had the present Secretary of Agriculture, 
that we have had this philosophy that certain agricultural commodi- 
ties should not bring but 76 percent of parity. 

And after we get the farmers to accept drastic acreage cuts he comes 
in and tells them, “We are now going to cut the price of what you are 
going to be allowed to grow, because perchance you are not growing 
the kind. of wheat we like. We told you what we were going to pay 
you, and we got you to vote for a quota, that cut you way down”—not 
10 or 15 percent, or like the sugar people are talking about, but 30 
percent. “After we got you to vote to cut yourself 30 percent, then 
we come the next day and say, ‘We will cut the price support, although 
we promised you an average of $1.80 over the United States.’ We 
think that there ought to be a greater spread between the good and poor 

ades. We will not increase the price of the good grades which would 

fair and honest, but we will reduce the price of those grades that we 
do not like.” 

Sure, that was the present Secretary of Agriculture; that is what 
he has done. 

I am glad the gentleman has emphasized that the Secretary has the 
power to flex the price of sugar just as truly as he has the power to 
flex the price of wheat, but he saw fit to flex the price of wheat down 
to 76 percent of parity. He sees fit when beet sugar is selling at 93.5 
percent of parity to say that, “Well, it is a shame to have to see those 
fellows take a reduction of 10 percent in their acreage”—although 
the wheat people have taken 30 percent reduction, and the tobacco 
people 50 percent, and the peanut people 50 percent. But it is a shame 
to see the beet people take 10 percent cut in their acreage. “So let 
us give them a little more acreage.” 

hat is what I want to ask you about, Mr. Glenn. 

You have suggested that we ought not to increase the present acre- 
age of subsidized sugar. I am right, am I not, in interpreting your 
statement so # 

Mr. Guenn. That is correct. 

Mr. Poagr. Where would you draw the line on subsidized sugar? 
Would you wipe it all out, or would you keep some of it ? 

Mr, Guenn. Under the quota system I would say that you are going 
to have to subsidize domestic sugar. If you are limiting it to a quota, 
you will have to subsidize. 

Mr. Poace. Obviously. If you do not subsidize or keep the foreign 
sugar out by a tariff—we know that the difference between the cost of 
production abroad and the cost of production at home is paid by the 
consumer. It isa little more than a half cent; is it not? 

Mr. Guenn. Just about. 
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Mr. Poace. Would you keep it there? 

Mr. Guenn. I:would say that: we have probably to subsidize one- 
half of our production—the use of the sugar. 

Mr. Poser. ‘Would you then go along and follow substantially what 
President Roosevelt suggested at the time we adopted the first Sugar 
Act—and I believe one of the things that he said then was ‘that we 
would stabilize and freeze the amount-of sugar acreage in the United 
States and prevent the expansion of sugar acreage within the United 
States. ‘Would you adopt that as a.sound policy ¢ 

Mr. :Guenn. ‘We have said, sir, that this:act needs a great deal of 
review. 

Mr. Poace. Weare reviewing itrightnow. Lam asking what your 
opinion \is.on this item. Do you answer that you will study it like 

r. Benson and probably have some research done on‘this thing? I 
am asking you now, because we are engaged in that research now. 

Mr. Guewn. Will you state your question again ? 

Mr.:Poaeer. I sind you if you would go along with President Roose- 
velt’s suggestion which was made>at the time we adopted) the Sugar 
Act to the effect that.one of the objectives should sbe to prevent the 
expansion ‘beyond what it then stood of demestic sugar production. 

Mr. Gupnn. You:mean expansion just at about one-half—— 

Mr. Poaer. That is right. 

Mr. Guexn. I think that would:be true now. We have-said in our 
brief that.perhaps consideration shouldbe given to the growth formula 
after a complete review and study, and we hope that this committee 
will take:some:time and investigate all.of the things. and :after'this 
pricing factor has been changed that we recommend, and after such 
things—— 

The Cuatrman. You said take some time? 

Mr. Guienn. ‘Yes, sir, take:some time. 

The CaarrmMan. You did not know they had threatened to shoot 
me ‘because I had-taken too:much time. We have been from January 
to July getting ready for these hearings. 

Mr. Poage. I am,afraid,that somebedy will .sheot: me, so I will not 
take any more time. 

The Cuamman. Are'there-any further questions? 

Mr. Mokwrme. I have just a-short.question. You have made fre- 
quent reference to the world price in \relation ‘to the United States 
lense Is it your opinion that the world price is a free market 

rice 
: Mr..Guenn. I.beg your pardon? 

Mr. Molwrme. J say you have made ‘frequent reference in your 
brief to the world price and its relationship to the United States 
price. Is it your opinion that the world price is;a free price? What 
is, that it.constitutes a relationship of supply and demand ? 

Mr. Guznn. Yes, within .the pamoue of the International Sugar 


eS a 

. McInaiaz. This morning Mr. Crosby made veferenee to the 
world price as being a price on residual sugar, and that it represented 
only that price which revolved around about 10 pereent .of the avail- 
able supply of in the world—it was a price revolving around 
sugar that had no hame under the various systems of price regulation 
in various producing and.consuming countries. 








ne- 


hat 
rar 


ted 
ted 


yur 


ike 


se- 
far 


y 


he 
on. 


ur 


tha 


Lis 
ch 


ot 


e- 


at, 





AMENDMENTS TO SUGAR ACT OF 1948 501 


Youwstill think that the: world price is a free:price upon which the 
price in the United States should be based 

Mr, Guenn: I sus that Mr: Myers can give you the exaet answer 
to that, but I would say that:it is a:free price within the framework 
of the:International Sugar Agreement and also within the quota sys- 
tem of the United States. 

We-have brought out that we pay about 2 cents a pound ‘more than 
any ‘other: buyers, say; fronrCuba. I:would beeglad to read a break- 
dowmfor youdf you would:likeas to why'we pay that. 

Mr. McIntire. I would liketo get: back to the matter of the world 
price. Did:not, Mr: Myers, the International Sugar Agreement, in- 
volve the-world: price being dictated. by the amount’ of sugar avail- 
able-outside of:the international agreement ? 

Mr: Myrrs.: I agree-only with the point Mr. Crosby~ made: this 
morning:that:the so-called: world free market» price is more or less a 
dumping ground :price*for about 10: percent of the world sugar that 
has nochome. That isthe reason that-we have undertaken te develop 
this International Sugar Agreement, to try to put some.stability, into 
that markets It-is still weak. Whether it would be.still lower, as it 
might well be, if we were-te:do-away) with. the. International Sugar 
Agreement, I do not know. 

agree fully. that if we could have complete. freedom.of trade in 
sugarthroughout the world:that. we. would come: up very shortly with 
a price that;might be a,se-called. free world price. 

r. McIntire. There-is:no. more freedom: in other. markets in.the 
world than in American markets. 

Mr. Myers. Precisely”so; 

Mr. McIntire. So that. such.markets.constitute the great share of 
available markets, and anything in relation to world price is somewhat 
on the ee of these-other mechanisms of price: 

Mr: . That, is-correet: As.a matter of fact; this:country im- 
ports nearly as much sugar as the whole so-called world free market 
put together. 

Mr. McIntire. Thank you. 

The-Cuarrmman: Thank you very much, Mr. Glenn.. We appreciate 
your appearance-and.that of your associates. 

If any of you other gentlemen want to add:anything to-what Mr. 
Glenn has said, or'if you wish to leave in the record the fact that you 
concur in the-observations and the statements which he has made, you 
may do-so. 


STATEMENT OF GORDON PICKETT PEYTON, ASSOCIATION OF COCOA 
AND CHOCOLATE MANUFACTURERS OF THE UNITED STATES) 


Mr. Péyron. I represent the Association of Cocow and Chocolate 
Manufacturers. We do concur in Mr. Glenn’s statement. 

I think we would like to emphasize the fortunate position that this 
committee finds itself in. This is not “must” legislation this year, 
beeause if, I have learned anything from this hearing, I have certainly 
learned: that sugar is a confused issue-at this point-and that there are 
many diversified opinions and that it will take a committee of the 
competence of this one some time to arrive at something that will be 
agreeable to all parties concerned. 
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I am not even sure that the administration’s position is a unified 
position within the administration itself. 

IT am not even sure sometimes that the industrial users’ position is 
completely unified among the industrial users. 

So it is something that I think does require considerable study. I 
do think it is good that we do not have to do it this year. 

The Cuatrman. I am inclined to agree with you that the hope for 
complete agreement is very dim. I had hoped that from Janu- 
ary until we started these hearings we might be able to reach 
some agreement among the several segments of the industry. Ap- 
parently, we have not, but after all, this committee has the responsi- 
bility. I know that the committee is not going to be stampeded into 
bringing out a bill. Whether we will bring out a bill or not-is prob- 
lematical, but I assure everybody who is interested that the commit- 
tee is going to give diligent consideration to it and we will consider 
it carefully because, as you say, it is not a matter of life and death, 
like it is with some of the other matters that have been referred to 
this committee. 

I think we have had about 400 bills referred to the committee. We 
are going to give this subject every consideration. 

We appreciate your interest. 

At this time I should like to thank all of you for coming here 
and to say that we have another rollcall in the House. Unless there 
is somebody who is in an urgent situation, it occurs to me that we 
better adjourn now until 10 o’clock in the morning. 


STATEMENT OF JOSEPH M. CREED, COUNSEL FOR THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Creep. Mr. Chairman and members of the committee, my name 
is Joseph M. Creed. TI am associated with the American Bakers Asso- 
ciation. I would like permission to submit a statement for the record. 

I would like, also, to endorse what Mr. Glenn and Mr. Peyton have 
said, 

The Baking Industry, since we use about 1,500,000 tons of sugar 
every year, is very much concerned with such legislation as eventually 
comes out of this committee. 

We certainly endorse the position of the industrial users group and 
that taken by Mr. Peyton, that it is so complicated that considerable 
study should be given to it to prevent inappropriate legislation. 

The Cyarrman. All right, sir, you may have that permission. 
We will include your statement in the record at this point. 

(The prepared statement of Joseph M. Creed is as follows:) 


STATEMENT OF AMEBICAN BAKERS ASSOCIATION WITH RESPECT TO LEGISLATION 
To AMEND THE SuGAr Act or 1948 


My name is Joseph M. Creed. I am counsel for the American Bakers Associa- 
tion, one whose behalf I am appearing today. 

The baking industry is composed principally of local units, serving, for the 
most part, consumers in the immediate marketing area where its plants are 
located. Our industry is the largest user of many of our agricultural com- 
modities such as wheat and flour, sugar, dried milk, fats and oils, eggs, raisins, 
figs, and many others. Our industry, as the carrier of so many farm products 
to the consumer through our various bakery products, is always concerned over 
the welfare of this important segment of our economy. The baking industry, 
which uses annually approximately 1,500,000 tons of sugar, desires to assist 
in the development of proper sugar legislation. 
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As a member of the industrial sugar users group, we have studied the sugar 
problem extensively, and in our opinion, the conclusions and recommendations 
made in our joint statement are amply supported by the evidence and need no 
further elaboration here. 

We wish to state our endorsement of that joint statement and emphasize that 
in our opinion the sugar question is far too complex to be resolved without a 
complete and extensive review as urged therein. We believe it would be to the 
best interest of all groups if the Congress did not let itself be stampeded into 
action this year, but instead, would give the subject, by means of a special sub- 
committee, the thorough study which all the testimony so far presented at this 
hearing indicates is needed. 

We believe H. R. 6910, which would relate sugar to the parity principle appli- 
cable to other farm crops, is a sound and logical step and urge that it be favor- 
ably considered by this committee. 


STATEMENT OF ROBERT C. HIBBEN, EXECUTIVE SECRETARY, IN- 
TERNATIONAL ASSOCIATION OF ICE CREAM MANUFACTURERS, 
WASHINGTON, D. C. 


Mr. Hispen. Mr. Chairman, and members of the committee, I know 
that you are in a hurry to get away. I have a short statement that 
I would like to enter into the record. 

The Cuarrman. Yes, sir, you may do that. Give it to the reporter 
and it will be placed in the record. 

(The prepared statement of Mr. Robert C. Hibben is as follows :) 


My name is Robert C. Hibben. I am executive secretary of the International 
Association of Ice Cream Manufacturers, Washington, D. C. The International 
Association has as members over 2,000 ice cream plants manufacturing over 80 
percent of the ice cream made in the United States. 

This association wishes to endorse the statement and brief presented by Mr. 
Wilbur Glenn on behalf of the industrial sugar users. 

The ice cream industry will use in 1955 about 600 million pounds of sugar, of 
which 5 percent to 10 percent will be corn sugar, to manufacture over 750 million 
gallons of ice cream and related products. 

This sugar is used for a good purpose, as the ice cream industry purchases 
ever 10 billion pounds of milk equivalent for the cream and milk solids used in 
its products. In addition, the ice cream industry uses over half a million pounds 
of fruits and tree nuts for flavoring. This does not include the fruits and nuts 
used at the soda fountain for sundaes and sodas. 

The ice cream industry is an important factor in the dairy-farm economy, 
because 75 percent of our products are sold in the warm months, and during this 
flush season of milk production the farmer needs this favorable market for his 
surplus cream and milk solids. 

Ice cream is classified by the Federal Government in group 4 of the 7 basic 
foods. We are enjoying increasing consumer acceptance. For example, in 1940— 
15 years ago—we used only 4,600 million pounds of milk equivalent, and in 15 
years this has grown to over 10 billion pounds. 

I can readily realize the problems confronting your committee in regard to 
the renewal of the Sugar Act of 1948. It is not the intent of the ice cream in- 
dustry, or any other American industry using sugar, to in any way hurt domestic 
beet or cane sugar growers. At the same time you have a problem in regard to 
Cuba. It is not only a problem of the food industries using sugar, but also of 
other food industries. Included in the half a million dollar exports from the 
United States to Cuba we find that there are only $2,620,000 of dairy products. 
This is unfortunate, because our Government owns plenty of butter, cheese, and 
dry milk. When you consider that there are 6 million people in Cuba, if they 
had a higher standing of living our exports of dairy products would amount to 
$20 million instead of merely $2,620,000. The whole dairy industry, as well as 
the other food industries, has a very vital stake in this exporting of food to Cuba. 


The Cuarrman. Mr. Hill also has a tabulation that he would like to 
have included in the record. It will be included at this point. 
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(The prepared tableof Hom William‘S. Hill is‘as follows :) 


Cost per 1,000 calories from sugar atid other selected foods 


| 
Calorie per | Retail price |Cost per 1,000 
pound per pound ories 





(Number) (Cents) (Cents) 
1, 748 10.46 


1, 656 

Margarine 3, 269 
Butter . 3, 251 
Dry navy beans 1, 587 
Bread, white 

Potatoes 

Peanut butter 

Corn sirup 

Chodedlaté bar 
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Souree: Golertentper poms front USDA Handbook No. 8, Composition of Foods, June 1950; retail prices 
from ‘U. 8S. Depattinent of Labor; Bureau of Labor Statistics; Retail Food Prices by Cities, November 1954. 


Mr. Hrssen: I do want to'make one further’ statement. 

We. in the dairy, industry do not. realize: how sugar: goes along 
without: parity'when we'in the dairy industry’ live under parity: 

Our nmiembérs number’ over 2,000 whe manufacture’ 80° percent of 
the ice cream of the.United States. They cannot’ rewlize’ why’ sugar 
is not under parity the sameasother products. = 

The:-CHamman, Youmay take that up with Mr. Benson. 

Mr. Htesen: You have the opportunity right in the bill, sir: 

The Cuarrman. Thank you very much. 

Is there anyone else? 


STATEMENT OF JAMES MACK: MANAGER, WASHINGTON’ OFFICE, 
NATIONAL CONFECTIONERS’ ASSOCIATION: 


Mr. Mack: My name is James” Mack’ and’ I am manager of the 
Washington office of the National Confectioners’ Association. 

Primarily I would like to reiterate our support for the position 
of the industrial users as explained by Mr. Glenn: 

We use a tremendous quantity of agricultural commodities. 

The candy industry uses over 70 agricultural commodities; 

We bave an intense and vital interest in agriculture. I would like 
to conclude there. 

I know’ that ‘this ig not'a’ hearing’ on ‘peantits; but\in view of the 
remarks which you just made, I believe, about an admission’ before 
this committee of a witness for the candy industry at an earlier 
date which, I believe; has’ been referred to on the floor of the House 
at which times’ we' do not have’ an’ opportunity’ to answer; I want 
to read from the record, if I may, from’ page 3690 of the hearings 
last year at which the witness for the National Confectioners’ Asso- 
ciation, Mr. William Fette; appearéd béfore the committee, in which 
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there was a discussion between Mr. Poage and Mr. Fette relative to 
candy prices and the price of peanuts: 

Mr. Fetre. That is right. Along with that, by giving greater value and greater 
opportunity to increase the consumption of peanuts in edible channels. 

Mr. Podge. And the consumer which receives an advantage only in an im- 
provement in the quality of the product he bought? 

Mr. Fetre. Improvement and increased value. 

Mr, PoAGE. Increased value, yes. He would not get the bar at a lower price, 
but he would get a better bar for his money? 

Mr. Ferre, That is right. 

If you have a given quantity at a given price for one sale and you 
make a future sale at the same price but with a greater quantity, we 
contend that is a lower price. That was the intention of Mr. Fette. 

The Cuarrman. What you are saying in substance is that you can 
improve the candy bar by putting in more peanuts? 

Mr. Mack. We can give you more for your money, which is a lower 
price—a lower price for the candy if we can get a better deal on 
peanuts. 

I just wanted the record, if possible, to have that. 

The Cuarrman. Thank you very much. 

The committee stands adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 4 p. m., the committee adjourned until 10 a. m., 
Wednesday, June 29, 1955.) 
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WEDNESDAY, JUNE 29, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 


The committee met, pursuant to recess, at 10 a. m., in room 1310, 
New House Office Building, Hon. W. R. Poage, presiding. 

Mr. Poacse. The committee will please come to order. 

We have first this morning Dale I. Stoops, special representative of 
the Export Managers Association of San Francisco, Calif. Is Mr. 
Stoops present? I have his statement here, and if he is not here, and 
without objection, the statement will be made a part of the record at 
this point. 

(The prepared statement of Dale I. Stoops is as follows :) 


STATEMENT OF THE ExporT MANAGERS ASSOCIATION OF SAN FRANCISCO, CALIF., 
AND THE STATEMENT OF OAKLAND WORLD TRADE CLUB, TO BE PRESENTED BEFORE 
THE House AGRICULTURE COMMITTEE BY DALE I. Stoops, SpecIAL REPRESENTA- 
TIVE OF THE ExPporT MANAGERS ASSOCIATION OF SAN FRANCISCO, CALIF. 


The Export Managers Association of San Francisco, Calif., is composed of 
between 50 and 55 export managers who represent 40 of the major companies in 
the San Francisco Bay area, part of whose sales are to foreign countries. 

These 40 companies employ approximately 35,000 persons. The same 40 com- 
panies sell 20 percent of their products in overseas markets. 

This association has carefully studied the legislation (H. R. 5406 and S. 1635) 
introduced to amend the Sugar Act of 1948. After discussion the following 
resolution was unanimously adopted at the regularly scheduled meeting of 
May 10, 1955: 


RESOLUTION OF THE EXPORT MANAGERS ASSOCIATION OF SAN FRANCISCO 


Whereas certain bills have been introduced in the House of Representatives 
(H. R. 5400 and other identical bills) and Senate (S. 1635), which would 
enone the quotas of the subsidized domestic beet- and cane-sugar producers ; 
an 

Whereas such increase to the domestic sugar producers would be taken almost 
exclusively from the Cuban sugar quota ; and 

Whereas California manufacturers sold over $20 million to Cuba in 1953, of 
which over $11 million passed through the San Francisco, Oakland, and Alameda 
ports; and 

Whereas in 1953 Cuba purchased over $425 million from the United States, 
and is the sixth most important market for United States exports; and 

Whereas Cuba buys California rice, cotton, onions, peas, beans, fruit, and 
dairy products and is the third most important market for American farm 
exports; and 

Whereas: Cuba’s economy is 90 percent dependent upon sugar and she can 
pay for American factory, and farm products. only through the sale of sugar 
to the United States; and 

Whereas the American people pay nearly twice as much for sugar as else- 
where in the world, because of subsidies, tariffs, and quotas: Now, therefore, be it 
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Resolved, That the Export Managers’ Association of San Francisco hereby 
goes on record as opposing this proposed legislation which is contrary to the best 
interests of the American people, and particularly the California manufacturers, 
exporters, and farmers; be it further 

Resolved, That the Export Managers’ Association of San Francisco urges the 
House of Representatives and the Senate to defeat H. R. 5400 and other identica] 
bills, and S. 1635; be it further 

Resolved, That copies of this resolution be forwarded to the United States 
Congressmen and Senators from California. 

Passed and adopted this 10th day of May 1955. 

R. 8S. Dow. Ina, 
Secretary of the Export Managers’ Association of San Francisco. 


STATEMENT OF THE OAKLAND WORLD TRADE CLUB 


The Oakland World Trade Club which was organized in 1928 has continually 
pursued a dynamic program to promote and extend the seaborne trade of 
Oakland and Alameda County, to provide a medium for the exchange of ideas 
among those engaged in foreign trade, to provide a medium of contact between 
Americans and nationals of all countries, and to inform the residents of the 
Oakland area of the importance of foreign trade to their well-being. 

The Oakland World Trade Club is a voluntary, nonprofit association which 
has grown to a present membership of 177 members. The membership includes 
leading industrialists, exporters and importers, transportation company officials, 
and port and civic officials. 

On June 2, 1955, the Oakland World Trade Club passed a resolution opposing 
the legislation introduced to amend the Sugar Act of 1948. This resolution was 
passed after study and report by a subcommittee which unanimously recom- 
mended such a resolution. 

The following is the text of the Oakland World Trade Club resolution : 


RESOLUTION OF THE OAKIAND WORLD TRADE CLUB, OAKLAND, CALIF. 


Whereas House of Representatives bill H. R. 5406 and other identical bills, 
and Senate bill S. 1635 have been introduced to amend and change the Sugar 
Act of 1948; and 

Whereas the Sugar Act of 1948 does not expire until December 31, 1956, and 
the proposed legislation would be made retroactive to January 1, 1955; and 

Whereas over $20 million worth of goods were sold by California manufac- 
turers to Cuba in 1953 of which over one-half passed through the San Francisco, 
Oakland, and Alameda ports; and 

Whereas Cuba is the sixth most important market for United States exports 
and in 1953 purchased over $425 million of United States products from more 
than 18,000 firms in over 1,800 communities; and 

Whereas Cuba is the third most important market for American farm exports 
and buys substantial amounts of California rice, cotton, peas, beans, fruits, and 
dairy products ; and 

Whereas the proposed legislation would increase the domestic sugar producers’ 
quota almost exclusively from the current Cuban sugar quota; and 

Whereas Cuba can pay for American factory and farm products only by selling 
sugar to the United States; and 

Whereas the proposed amendments would decrease the Cuban sugar quota this 
year and next by 450,000 tons, amounting to $45 million at current prices; and 

Whereas the American consumer pays nearly twice as much for sugar as else- 
where in the world because of tariffs, quotas, and subsidies which amount to 
over $60 million per year: Now, therefore, be it 

Resolwed, That the Oakland World Trade Club hereby goes on record in oppo- 
sition to this legislation which benefits a small group of sugar producers at the 
expense of the California manufacturer, exporter, and farmer: Be it further 

Resolved, That the Oakland World Trade Club asks the Senate and House of 
Representatives to defeat S. 1635 and H. R. 5406, and other identical bills: Be it 
further 
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ResolWwed, That this action of the Oakland World Trade Club be made known 
to United States Congressmen and Senators from California and to the House 
Agricultural Committee which is studying the proposed legislation. 

Adopted by unanimous vote on this 2d day of June 1955. 


Cc. D. NrnAs, Secretary. 


Mr. Poace. The next witness listed here is Mr. A. Torres, president 
of A. Torres Export, Inc., of Chicago, Ill. Is Mr. Torres present? 

Mr. Torres evidently is not present. He has left his statement and, 
without objection, it will be made a part of the record. 

(The statement is as follows :) 


I have asked for this opportunity to place before you my comments on the 
proposed legislation to amend the Sugar Act of 1948 which you are now consid- 
ering. 

I am the head of a firm actively engaged in the export and import business 
and acting as export manager for many manufacturers whose products are 
exported to Cuba and other countries. These export sales are a valuable sales 
outlet for all of the companies whom I represent and constitute a substantial 
portion of their sales. Any legislation which will serve to limit further the 
export market, will be detrimental not only to my organization, but to the 
business for whom we act. 

No doubt your attention has been called many times to the fact that Cuba is 
an ideal market for our goods, especially our manufactured items and the prod- 
ucts of our agricultural and meat-raising areas. It is difficult to obtain any 
figures on the actual amount of exports from the Chicago area to Cuba in any 
given year, but I think that the evidence is clear that these exports exceed 
$20 million. Actually there is evidence to indicate that they are probably vastly 
in excess of that amount. This does not include the value of the exports to 
Cuba from the Midwestern States outside of Chicago, which probably exceed or 
equal the value of the exports from the immediate Chicago area. 

The market for our products in Cuba is maintained mainly by the exchange 
created by the purchases of sugar from Cuba for this country. Any change in 
the volume of sugar sales to this country has an immediate impact upon the 
ability of Cuba to engage in extensive importation from this country. It has been 
estimated that a variation of 100,000 tons in the amount of Cuban sugar sales 
in any year will result in over a half million dollar change in the volume of our 
exports to that country. Because of my peculiar knowledge of the nature and 
extent of our trade with Cuba, and because of my acquaintance with the Cuban 
problem, I feel I have ample grounds for warning of the effect which any reduc- 
tion in the potential Cuban sugar quota will have upon the midwestern area, 
because of its effect on the export sales of that area to Cuba. 

Foreign trade is not a one-way street, as we all know. Unless we buy from 
Cuba, we cannot sell to Cuba. The amount of our sugar purchases from Cuba 
has been fixed by a law which was established in 1948 and which should continue 
without variation through the initial period established in 1948, that is, through 
1956. Cuba has a right to count on the commitments made in the 1948 legislation. 

I earnestly urge you gentlemen to give careful consideration to the impact 
which any change in the present law would have on Cuba and its trade with this 
country and thus upon the economy of the area which I represent. 

Respectfully, 
A. Torres Bxport, INc., 
A. Torres, President. 


Mr. Poacr. Next I have listed Mr. William A. Powe, director of 
the American Chamber of Commerce of Cuba. We will be glad 
to hear from you now. 


STATEMENT OF WILLIAM A. POWE, ON BEHALF OF THE AMERICAN 
CHAMBER OF COMMERCE OF CUBA 


Mr. Powe. Mr. Chairman and members of the Agriculture Com- 
mittee of the House, I have a prepared statement and a booklet, which 
has been distributed to each of you. The statement and the booklet 
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contain some interesting facts that I am sure you will want toread. [I 
wish to turn them in as a part of the record of the hearings. 

Mr. Poace. We will be delighted to insert the statement without ob- 
jection. Frankly, I can only state that we will file the booklet with 
the record. 

Mr. Powe. The booklet is just information. 

Mr. Poace. The members have it and it will be filed and not be 
printed as a part of the record. 

Mr. Powe. I understand that. 

Mr. Poaae. It is very costly to print these booklets. 

Mr. Power. I understand that. It was just for your information. 

Mr. Poage. Very well, it will be made; that is, the statement will be 
made a part of the record at this point, and the booklet and attach- 
ment will be filed as a part of your information in the files of the 
committee. 

(The prepared statement of William A. Powe is as follows:) 


STATEMENT BY WILIIAM A. Powe ON BEHALF OF THE AMERICAN CHAMBER OF 
COMMERCE OF CUBA 


THE AMERICAN CHAMBER OF COMMERCE OF CUBA 


Paul M. Heilman, president 

R. E. Edgecombe, first vice president 

Charles A. Charlesworth, second vice president 
Thomas M. Findlay, treasurer 

Dr. Ernesto de Zaldo, Jr., secretary 

W. W. Caswell, Jr., executive secretary 

Dr. Franciseo Figueroa, assistant secretary 
Adair Wheeler, manager and assistant treasurer 


Directors: 
William P. Bryant, manufacturers’ agent 
Frank J. Carbon, Crusellas y Compania 
Orlando Castagnef, Parke-Davis Inter-American Corp. 
W. W. Caswell, Jr., the First National Bank of Boston 
Charles A. Charlesworth, Johnson & Higgins, S. A. 
Henry M. Coleman, Swift & Co. 
Dana J. Condon, United Fruit Co. 
Kenneth M. Crosby, Merrill, Lynch, Pierce, Fenner & Beane 
Laurence A. Crosby, Hershey Corp. 
John H. Duys, Jr., H. Duys & Co., Havana Tobacco, 8. A. 
R. E. Edgecombe, the Texas Co. (West Indies), Ltd. 
T. James Ennis, Hotel Nacional de Cuba 
Thomas M. Findlay, the Chase Manhattan Bank 
Otto J. Fischer, Armour & Co. 
J. H. L. French, Cuban American Metals Distributors, Inc. 
V. J. Gianelloni, Punta Alegre Sugar Sales Co. 
Paul M. Heilman, La Antillana, Cia. Comercial y de Credito, S. A. 
Malcolm Hodge, General Electric Cubana, 8. A. 
Otto Losa, United States Rubber Co., Ltd. 
William 8S. Loudermilk, North Atlantic & Gulf Steamship Co. 
Paul J. Miller, Havana Docks Corp. 
E. B. Ogden, Jr., Ogden & Co. 
Warren A. Pine, Jr., Pan American Airways, Inc. 
William A. Powe, J. Z. Horter Co. 
Philip Rosenberg, General Sugar Estates, Inc. 
Walter W. Schuyler, United Fruit Sugar Co. 
J. D. Singer, Jr., Compania Terminal Cubana Americana 
Ernest A. Steward, F. W. Woolworth Co. 
Scott Thompson, Cia. Cubana de Cemento Portland 
Clark A. Valentiner, Continental Can Corp. 
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My name is William A. Powe. I am a citizen of the United States of Amer- 
ica, born and educated in the State of Mississippi. I am a resident of Habana, 
Cuba, where I am head of the J. Z. Horter Co., Powe Equipment Co., Powe 
Machinery Co., Willys Distributors S. A., and Wm. A. Powe Commission Agency, 
large importers and agents for American machinery, farm equipment, and durable 
goods for industries and residences. I am attaching a list of the firms repre- 
sented by the above-mentioned companies. This list shows the location of the 
firms according to States. 

This statement is made on behalf of the American Chamber of Commerce of 
Cuba, in opposition to H. R. 5406. Iam a director of the chamber and I appear 
here pursuant to authority from the board of directors voted at a meeting held 
in Habana on July 1, 1955. 

Our chamber of commerce membership includes about 165 American manu- 
facturers, merchants, exporters and importers, bankers, accountants, transporta- 
tion and insurance interests, and others engaged in the trade between the two 
countries. This membership reflects American investments in Cuba, estimated 
at about $650 million, including American-owned companies which produced 
about 40 percent of Cuba’s 1955 sugar crop of 5 million short tons. Our members 
are vitally interested in the high level of trade between the 2 countries—which 
in 1954 consisted of $429 million of United States exports to Cuba, and $400 
million of Cuban exports to the United States. That year, Cuba bought from 
the United States over 80 percent of Cuba’s total imports of $490 million and sold 
the United States about 73 percent of Cuba’s total exports of $500 million. 

For 1954, Cuba ranked fourth in Latin America and eighth in the world as a 
whole, as an importer of United States products, being surpassed only by Canada, 
Japan, Mexico, United Kingdom, Venezuela, West Germany, and Brazil. 

United States exports to Cuba comprise a wide range of agricultural and in- 
dustrial products, produced in many States of the Union. Among the principal 
items are: rice, flour, lard, cotton, fruits and vegetables, vegetable oil, textiles, 
lumber, paper, chemicals, petroleum products, automobiles, steel, machinery, 
electrical appliances, radios, glassware, and pharmaceuticals. 

The American Chamber of Commerce of Cuba has just completed its 36th year. 
Among the objects and purposes of our chamber, as stated in its original charter 
in 1919, are “to promote trade and commerce between the United States of Amer- 
ica and the Republic of Cuba” and “to cooperate with the Governments and the 
citizens of both countries for the maintenance of friendly relations for the solu- 
tion of our common problems.” 

I appreciate the opportunity your committee has given me to state our views 
on bills to revise the Sugar Act of 1948 at this time. In doing so I hope that we, 
American citizens doing business in Cuba, can contribute to a continuation of the 
cordial commercial and political relations between the two countries. 

The sugar industry is the foundation upon which the Cuban economy rests 
and the United States buys more than half of the Cuban sugar crop each year. 
United States legislation, therefore, is of vital concern to everyone in Cuba, 
whether or not he is engaged in the sugar business. 

Our chamber includes such organizations as the First National Bank of 
Boston and other American banks, F. W. Woolworth Co., United States Rubber 
Co., Armour & Co., Swift & Co., Continental Can Corp., Parke Davis, local 
subsidiary of General Electric, Standard Oil of New Jersey, Sinclair Oil, Texas 
Co., Lone Star Cement, United Fruit, and many other well-known firms. Most 
of us are not in the sugar business; we do, however, represent a substantial 
investment of American capital in Cuba. We will all be directly affected by 
any action this committee takes that might reduce the proportion of the United 
States sugar market which is allotted to Cuba by the Sugar Act of 1948, as 
amended in 1951, for the period expiring December 31, 1956. 

Under the existing law the Cuban sugar quota is residual and, therefore, 
variable. It is stated by the law (as amended in 1951) as 96 percent of the 
amount by which annual total consumption (as determined from time to time 
by the Secretary of Agriculture) exceeds 5,421,000 tons, i. e., the total of the 
fixed quotas established by the act for the domestic areds (mainland beet and 
cane, Hawaii, Puerto Rico, and the Virgin Islands), and for the Republic of 
the Philippines. The law allots to other foreign countries the other 4 percent 
of the residuum. The existing law also gives Cuba the right through 1956 to 
supply 96 percent of any Philippine deficit, and a pro rata share of any domestic 
area deficits. The substantial deficits of the period 1948-52 have disappeared ; 
1953 provided very little deficits, and 1954 practically none. 





512 AMENDMENTS TO SUGAR ACT OF 1948 


In 1950, the year prior to the last amendment, total consumption was about 
8,275,000 tons and Cuba was permitted to supply 3,264,000 tons or about 40 
percent. The 1951 amendment and extension of the act, effective January 1, 
1953, increased Puerto Rico’s quota by 170,000 tons and the quotas of foreign 
countries other than Cuba and the Philippines by about 75,000 tons. For 1953 
Cuba’s quota in a total consumption of. 8,100,000 tons was down to 2,766,000 
tons (or 535,000 tons under 1950), and for 1954, down to 2,729,000 tons in a 
total consumption determination of 8,250,000 tons. For 1955 the Secretary has 
announced an original consumption estimate of 8,200,000, of which Cuba’s share 
is 2,667,000 tons, and has indicated that he expects consumption may be as much 
as 8,500,000 tons, in which event Cuba would be entitled under the existing 
law to a quota of 2,955,000 tons. Today it seems more likely that 1955 consump- 
tion will not exceed 8,400,000, of which Cuba’s share under the existing law would 
be 2,860,000 tons. 

The 1955 present Cuban quota figure of 2,667,000 tons, and potential figures 
of 2,955,000 tons or 2,860,000 tons are all far below Cuba’s annual average sugar 
exports of 3,637,000 tons to the United States, in the decade 1920—29 (before the 
Smoot-Hawley tariff of 1930, and the quota legislation of 1934). In Cuba, 
which offers to the United States a large and valuable preferential market repre- 
senting over 80 percent of Cuba’s imports, and whose buying power for such 
imports depends chiefly on its sales of sugar to the United States, the unfavor- 
able tonnage comparisons hardly seem to present a true and just reciprocity, 
such as Cuba believes was contemplated by the 50-year-old reciprocal trade rela- 
tions between the two countries. 

But, if H. R. 5406 were to be enacted even the present position of Cuba would 
be greatly prejudiced, effective immediately. If 1955 consumption remains at 
8,200,000 tons, her present quota of 2,667,000 would be reduced to 2,487,000; if 
consumption is fixed at 8,400,000 tons her present right to share therein to 
the extent of 2,860,000 would be reduced to only 2,673,000—or 56,000 tons less 
than her 1954 quota of 2,729,000 tons in a total consumption of only 8,250,000. 

In 1956, when consumption may well reach 8,550,000 tons Cuba’s share thereof 
under the existing law would be 3,003,840; but, under H. R. 5406 it would be cut 
down to only 2,738,000 tons. 

Thus, with 1955 at 8,400,000 tons consumption and 1956 at 8,550,000 tons, H. R. 
5406, if put into effect from January 1, 1955, as proposed, would deprive Cuba 
of a United States market for a total for 1955 and 1956 of 450,000 tons—to which 
she is entitled under the existing law, not expiring until December 31, 1956. 

The loss of 450,000 tons of Cuban sugar for the United States markets of 1955 
and 1956 represents a value, free on board Cuba, of over $45 million—such loss 
would have a tremendous impact on the Cuban economy, where increases or re- 
ductions of sugar income have a threefold effect on total national income, which 
means that the loss of $45 million in sugar exports would cause a reduction of 
about $130 million in total national income. Cuban national income stands now 
at around $2 billion and is being sustained at such a level only by an extensive 
program of public works which results in considerable losses of dollar reserves. 
Obviously, this latter development cannot continue for an indefinite period of 
time. The American business community in Cuba fears that unless Cuba is able 
to increase its sugar exports, it will have either to allow a drastic drop in the 
standard of living of the people to take place, or be forced to impose severe 
restrictions on imports. Either aiternative will have the effect of curtailing 
American exports to the important Cuban market. 

As American businessmen operating in Cuba, many of us have already had 
firsthand experience with the repercussions on the Cuban economy of adverse 
United States sugar legislation. We do not believe that enactment of H. R. 5406 
would advance America’s total national interest. Such action would not only 
cause severe economic strains in Cuba and cut the $429 million Cuban market for 
American goods; it would run directly counter to the United States policy of 
encouraging private investment in Latin America. 

American investors have believed, since the United States and Cuba tied their 
economies together by the Reciprocity Treaty of 1902, that the policy of the 
United States was to promote the development of Cuba. From 1920 to 1929, 
American direct investment in Cuba, encouraged by United States policy and 
welcomed and fairly treated by Cuba, rose from less than $100 million to over 
$900 million. 

By the tariff policies of the 1920’s, culminating in the Smoot-Hawley 
Act, the United States virtually repudiated the trade relations with Cuba upon 
which the sugar economy and the heavy American investments in Cuba had 
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always been based. Cuba crashed into bankruptcy and barely escaped commu- 
nism; the value of American investments fell off drastically. By 1940 American 
investment in Cuba had declined to $560 million. 

After World War II, American private investment abroad increased at an 
annual average of $1,500 million per year during the years 1948 through 1952. 
Nevertheless, the total value of American direct investment in Cuba in 1950 was 
actually less than it was in 1936. 

The decline in the value of the United States investment in Cuba and the 
failure of new capital to embrace investment opportunities which Cuba offers 
has not been based on a hostile attitude on the part of the Cuban Government 
to American capital. Cuba welcomes American capital; it imposes no exchange 
restrictions; it does not interfere with the payment of dividends to American 
investors or the repatriation of capital. 

What has discouraged the development of American capital investment in 
Cuba, whether in sugar or in other activities, is in large part a continuing 
uncertainty as to the fate of the Cuban sugar industry. To be able to attract 
investment capital, Cuba must have a favorable market in the United States 
for sugar and also the confidence of potential investors that the market will not 
be impaired or diminished. Legislation such as H. R. 5406 would disturb and 
undermine the confidence of investors in Cuba. 

The continuance of a state of affairs in which potential investors in Cuba are 
discouraged by a fear of what the United States Congress may do to Cuba’s 
position in the United States sugar market is in conflict with the broader objec- 
tives of United States policy. That policy is emphatically and explicitly on the 
side of encouraging private investment abroad, and particularly in Latin America. 
As recently as March 28, 1955, Mr. Henry F. Holland, the Assistant Secretary of 
State for Latin American Affairs, said: 

“* * * Our Government is taking resourceful measures to encourage our United 
States investors to enter those foreign areas where they are wanted. We are 
trying to follow a policy which, as the President has put it, ‘would result in 
investment by individuals rather than by governments.’ ”’ 

If H. R. 5406 were enacted, the resulting economic distress in Cuba would 
effectively discourage new American investment in that country. Indeed, it can 
be expected to encourage further withdrawals of capital, with a consequent 
worsening of the Cuban economic situation. Cuba could not continue as a pur- 
chaser of $429 million of United States goods each year. Without more adequate 
American markets for its sugar, it is hard to see how she could avoid a recon- 
sideration of her policy of free exchange and of unlimited hospitality to American 
capital and her heavy purchases of American goods. Clearly, the enactment of 
H. R. 5406 would be fraught with possibilities of grave repercussions, far beyond 
the effect on the Cuban sugar industry itself. 

For these reasons the American Chamber of Commerce of Cuba vigorously 
opposes H. R. 5406 or any other bill that would change the Sugar Act prior 
to its expiration on December 31, 1956, in a manner prejudicial to Cuba’s quota. 

On June 8, the United States administration made known its views on pro- 
posed sugar legislation, in a statement which established the following bases, 
in substance : 

(a) That legislation be passed this year to run until 1962. 

(b) That as in the 1937 Sugar Act the relationship between domestic and 
foreign suppliers should return to a percentage formula permitting shares in 
increasing consumption, on the basis of 55 percent for domestic areas and 45 
percent for foreign areas, such formula to start from 8,350,000 tons, and become 
effective January 1, 1956. 

(c) That special relief of 100,000 tons be given in 1955 to domestic areas 
through a program to be worked out, but without taking such sugar away from 
foreign suppliers’ quotas. 

We understand this means that Cuba’s share under existing law up to 
8,350,000 tons of consumption would not be changed in 1955 or through 1962, 
but that Cuba’s share of increased consumption over that base, in 1956 and 
thereafter, would be reduced from the 96 percent of the whole growth increase, 
to some unspecified proportion of only 45 percent of such increase. On June 22, 
at the hearing on H. R. 5406, Mr. Holland, Assistant Secretary of State, dis- 
closed the startling proposal of the Department of State to reduce Cuba’s ratio 
to the full duty countries in the growth increase from 96 to 4 to 60 to 40. Since 
such factors are to apply only to the 45 percent, they mean that instead of 
receiving 43.2 percent (96 by 45) of the growth increase, as against 1.8 percent 
thereof (4 by 45) given to the full duty countries, Cuba would receive only 27 
percent (60 by 45) (or 27,000 tons out of a 100,000-ton increase) while the 
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full duty share would be boosted tenfold to 18 percent (40 by 45) or 18,000 out 
of every. 100,000 tons total increase. No principle whatever was stated to 
support the factors proposed. They seem to be merely numbers selected at will 
to carry out an arbitrary decision, for some reason of American foreign policy 
in order to build up newly expanded sugar developments in Mexico, Peru, and 
Dominican Republic, at the expense of Cuba, where the long-standing, existing 
plant is not even permitted to recover its historic markets in the United States. 

We seriously doubt the wisdom or justice of certain aspects of the adminis- 
tration’s proposal. While under it the adverse effect on Cuba in 1956 would 
be smaller than under H. R. 5406, the principle it would violate is the same, 
We think the principle is an important one. Surely it is unwise for the United 
States to alter arrangements on which a friendly country, and an important 
customer of the United States, such as Cuba, has relied in its efforts to solve a 
most difficult sugar problem within its own borders. It should be remembered 
that the present arrangement regarding sugar quotas was made unilaterally 
by the United States, and with the approval of the sugar industry of the United 
States. We see no justification for altering it. 

We also think that the administration’s proposal to give domestic areas 55 
percent of United States sugar consumption above 8,350,000 tons, and only 
45 percent to importing countries, is much too generous to the domestic areas 
and too harsh for the foreign areas. The proposed percentage division is based 
on the formula applied under the terms of the Sugar Act of 1934. Under this 
act, the United States imports of sugar from Cuba were restricted to a level 
only a little more than one-half that of 1925-29, prior to the imposition of an 
excessively high rate of duty—2 cents per pound—on sugar from Cuba. To 
return to such a base, even for that part of United States consumption above 
8,350,000 tons, would be unfair and unwise. 

In our opinion, neither H. R. 5406 nor the administration’s proposal should 
become law. 

It is the firm belief of our chamber that the best interests of the United States 
as a whole will be advanced by allowing the present sugar legislation to continue 
until its expiration date, December 31, 1956; and by extending it for a reasonable 
period, 6 or 7 years beyond that date, without material change in the quotas 
prejudicial to the United States trade with Cuba. The international trade beween 
the United States and Cuba is a two-way street which serves well the interests 
of both countries. It should be maintained and increased. United States exports 
to Cuba cannot be maintained at their present levels if the quota formula of the 
existing sugar legislation is changed to the detriment of Cuba. United States 
exports to Cuba cannot be increased unless United States sugar legislation 
permits Cuba to increase her shipments of sugar into this country, which she 
should, in our judgment, be permitted to do, at least at levels approximating the 
tonnages she shipped to the United States in the 1920-29 decade. 


THE LIST OF AMERICAN MANUFACTURERS REPRESENTED BY WILLIAM A. POWE’S COM- 
PANIES IN CUBA 


1. Willys Distributors, 8S. A.: 
Ohio, Toledo: Willys Overland 
2. J. Z. Horter Co., 8. A.: 
Illinois, Chicago: 
Aermotor Co. 
Revere Electric Manufacturing Co. 
United Export Industries, Inc. 
Illinois, Moline: Deere & Co. 
Indiana, Crown Point: Letz Manufacturing Co. 
Indiana, Evansville: Servel, Inc. 
Iowa, Maquoketa: Clinton Machine Co. 
Kentucky, Louisville: Florence Stove Co. 
Missouri, St. Louis: 
The Leland Electric Co. 
Knapp-Monarch Co. 
Michigan, St. Joseph: Whirlpool Corp. 
New York, New York: 
Revere Electric Manufacturing Co. 
Philips Export Co. 
Ohio, Ashland: The F. B. Myers & Bro. Co. 
Ohio, Baltimore: Bendix Aviation Corp. 
Tennessee, Memphis: Robbins & Myers 
Wisconsin, Racine: Jacobsen Manufacturing Co. 
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3. Powe Machinery Co. and Powe Equipment Co. : 
California, Azusa : National Rain Bird & Engineering Co. 
Florida, Jacksonville: Fleco Corp. 
Florida, Auburndale: Marden Manufacturing Co. 
Georgia, Cedar Town: Rome Plow Co. 
Illinois, Chicago: Athey Products Corp. 
Illinois, Peoria: Caterpillar Tractor Co. 
Illinois, Moline: Deere & Co. 
Illinois, Kewanee: Martin Machine Co. 
Iowa, Cedar Rapids: 
Iowa Manufacturing Export Sales Co. 
Link-Belt Speeder Corp. 
Kentucky, Owensboro : Owensboro Ditcher & Brader Co. 
Massachusetts, Springfield: American Bosch Corp. 
New York, New York: 
Byron Jackson Co. 
Impex Corp. 
Joy Manufacturing Co. 
Oregon, Portland: Hyster Co. 
Pennsylvania, Pittsburgh: Blaw-Knox Co. 
Pennsylvania, Brookville: Brookville Locomotive Works 
Texas, Amarillo: Amarillo Right Angle Pump Drive 
4, William A. Powe (commissions) : 
California, Oakland : Oliver United Filters, Inc. 
California, Los Angeles: Dicalite Division, Great Lakes Carbon Corp. 
Connecticut, Ansonia: Farrel-Birmingham Co., Inc. 
Connecticut, South Norwalk: Nash Engineering Co. 
Illinois, Chicago : The Harrington & King Perforating Co. 
Louisiana, New Orleans: 
Factory Sales & Engineering, Inc. 
Edwards Engineering Corp. 
Massachusetts, Worcester: 
Riley Stoker Corp. 
Coppus Engineering Corp. 
Missouri, Kansas City: 
Black, Sivalls & Bryson, Inc. 
New York, New York: 
Westinghouse Electric International Co. 
American Car & Foundry Co. 
Phelps Dodge Copper Products Corp. 
New Jersey, Stamford: Dorr-Oliver Corp. 
Ohio, Cleveland: 
The Farval Corp. 
The Cleveland Worm & Gear Co. 
Ohio, Columbus: The Jeffrey Manufacturing Co. 
Ohio, Hamilton : The Western States Machine Co. 
Texas, Houston: Mission Manufacturing Co. 


Mr. Powe. I should like to talk to you for a few minutes about the 
subject that I feel my 35 years of experience in Latin America has 
enabled me to know a little bit about. 

My name is William A. Powe. I am an American citizen, born and 
educated in the State of Mississippi. I graduated from Mississippi 
A. and M. College in June of 1920, and went to Cuba in December 
of that year. I am a resident of Cuba, and am not in the sugar busi- 
ness, although I did work as a chemist and later as a factory superin- 
tendent for sugar companies in Cuba from 1920 to 1928. 

During that time I also worked for the Great Western Sugar Co. 
in Colorado as a sugar chemist. 

Since 1928 I have sold sugar machinery in Cuba and other Latin 
American countries; also my principal business today is agricultural 
and industrial machinery. 
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I am president of several companies in Cuba: J. Z. Horter Co., Powe 
Equipment Co., Powe Machinery Co., Willis Jeep, and William A. 
Powe Commission Agency. 

A list of the 56 American companies that I represent in Cuba is 
attached to my statement. 

I am here before you reporting for the American Chamber of 
Commerce of Cuba. I am a director of the chamber of commerce. 
I appear here pursuant to authority of the board of directors, voted 
at a meeting held at Habana on June 1, 1955. 

Gentlemen, I do not need to tell you that the sugar legislation that 
you have before you is a very complicated subject. It will affect 
the lives and the livelihood of many people in the continental United 
States and offshore areas. And possibly other sugar-producing 
countries, 

I know how difficult it will be for you to decide what legislation will 
be in the best interests of all the people of the United States, the 
greatest majority of them, at least. Frankly, I hope that your com- 
mittee would decide to do nothing about the matter until the present 
legislation terminates. I just do not see how it is possible for you to 
thoroughly study this matter and come up with the best answer in the 
short time left before Congress will adjourn. I personally would 
much prefer to see your committee study this matter thoroughly, and 
then when the present legislation expires, come up with a thorough 
program, well thought out, to guide the industry for the next 5 or 
6 years. 

As a businessman in Cuba I know from firsthand experience what 
happens to the economy of Cuba when her exports of sugar to the 
United States are restricted or reduced. I well remember the many 
business failures back in 1932. And I well remember the reduction 
in our business and the many troubles we experienced each time our 
sales of sugar to the United States have been reduced or curtailed. 

I know that you men have the best interests of Cuba at heart; that 
you realize the importance of keeping her economy healthy, with a 
rising standard of living in Cuba, our good and nearby neighbor. 

You no doubt would like to help Cuba, but your first ‘responsibility, 
of course, is to serve the best interests of the United States as a 
whole and, also, your own congressional district in particular. 

Most of the reasons why the American Chamber of Commerce of 
Cuba is advocating no change in the sugar legislation until the present 
act expires have already been brought out in these hearings. And 
some of them are included in my written statement before you. 

There is one subject that I would like to explore a little further with 
you, and that is, what happens when you increase Cuba’s sugar quota, 
instead of the domestic quota. 

Is it more beneficial to the United States as a whole to purchase the 
sugar required to meet the expanding sugar consumption due to in- 
creasing population from Cuba or from domestic areas? We believe 
that at the present time it is more advantageous to the United States 
as a whole to buy this sugar from Cuba. Why? We have an Ameri- 
can domestic sugar industry. It has capital invested in it and it has 
many employees. It is heavily subsidized and it could be called an 
expensive luxury. But we have it. And we should keep it. And 
we should keep it healthy. 
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None of us would want to harm our domestic sugar industry or to 
decrease its size. Some of us would even want to see it afforded the 
opportunity of a limited growth, so long as it does not grow too fast. 
But I can see no reason to further expand this expensive, highly sub- 
sidized industry at the present time when we can buy any amount of 
additional sugar that we require from Cuba, a lower cost producer, 
and get back every dollar we pay for this sugar in exchange for 
American farm products and American manufactured products. 

If we had to buy this sugar from a country that would not send 
every dollar that we pay for it back to us for the purchase of farm 
products or manufactured products I, too, would say, “Let us make 
sugar here.” Even if it does cost us more. But we do not have to 
do that. 

There are many reasons why it is better for the United States as a 
whole to buy the additional sugar required for our expanding popula- 
tion from Cuba rather than from a domestic source. 

No. 1, the American taxpayer and consumer will benefit because the 
enormous billion-dollar subsidy will not be increased. 

No. 2, there are large export markets to Cuba for United States farm 
products and manufactured goods, which will be increased. 

No. 3, American crop surpluses will be reduced, because when you 
broaden a market for American farm products by extending it to 
Cuba you are bound to reduce the farm surpluses. 

No. 4, and this is an important point, the domestic beet farmer and 
the cane farmer can plant other crops, but the Cuban cane farmer is 
limited to sugar cane unless he has access to the large capital required 
to plant rice. 

You may say that Cuba should diversify her economy so that their 
farmers could plant other crops. Cuba would be the first to agree 
with you. And they are striving to diversify their economy. But 
diversification takes time. Roads must be built to get the crop to 
the market. Markets must be established. 

The fact is that for the time being sugar is the lifeblood of the 
Cuban economy. It represents the difference between economic and 
often political stability, on the one hand, and chaotic conditions on the 
other hand. 

For the time being the undeniable fact is that if it is important to 
the United States that there be economic and political stability in 
Cuba we must resist the attempts of our domestic sugar areas to reduce 
Cuba’s American sugar quota, thereby restricting Cuba’s access to our 
markets. 

No. 5, the American capital invested in Cuba will profit, and the 
United States policy of encouraging American investment in Latin 
America will be benefited. 

No. 6, a prosperous or healthy sugar industry in Cuba will insure 
United States sugar supplies in time of war or other emergencies. 

No. 7, to reduce Cuba’s sugar quota would damage the Cuban econ- 
“= and provoke anti-American feeling and the threat of communism. 

Our Government is spending billions of dollars to fight communism 
by bolstering the economy of other countries much farther away from 
us. Cuba does not ask for aid. She only asks for trade, and she 
gives American exporters a 20 percent preferential] tariff reduction on 
practically everything we sell. 
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No. 8, to reduce Cuba’s sugar quota at this time would violate at 
least a moral commitment that quota would not be changed until the 
present act expires. 

No. 9, when raw sugar is purchased from Cuba you also give work 
to east coast, west coast, and gulf seaboard refineries. 

All of the shbpa-weanilanals advantages represent a real benefit to 
all of the people of the United States, whereas the only disadvantage is 
that a relatively few United States domestic sugar farmers would 
have to plant other crops instead of sugar beets or cane. 

Mr. Hill, incidentally, this reminds me of when I used to work, you 
know, in the sugar industry. In the sugar language they speak of the 
sugarcane crop, that is, in the beet country, as a “campaign.” When 
I used to work for the Great Western Sugar Co., Mr. Petchkin, when 
he was there, used to have to put a real compaign on to get the farmers 
to plant enough beets to keep the factories operating. In those days 
if the price of cabbages was good or any other truck commodities, 
why they had a hard time getting the farmers to plant beets. 

Mr. Hit. One of those factories in my hometown is going to be 
closed this year because we do not have enough beet acreage to keep 
it open. And another over at Brush will be closed this year because 
we do not have enough beet tonnage to keep it running. 

The Caarrman. You have more than you had before. 

Mr. Hu. It is hard to get it in other crops. We are almost as 
bad off as you are. We do not know what to put in. If we put it 
in wheat, why we are in trouble. If we put in corn, why we are 
in real danger. And with vegetables you have to bring in a whole 
new type of farming, and we cannot do that. So we are really stuck. 

The CHarrman. Is it not a fact that they have more beet acreage 
out there than they have had, on the average? 

Mr. Power. Pardon me? 

The CHarrman. They have more beet acreage in 1955 than they 
had on the average in the last 6 years, I think. 

Mr. Powe. A great deal more. I was talking about in 1927 and 
1928. 

The CHarrman. I know what you are talking about. Mr. Hill is 
not going back that far. He is talking about the present. My recol- 
lection is that they have, in the cane district, only 355 below the 
average. 

Mr. Power. That is right. 

The Cuamman. What is it, Mr. Myers? Do you have it? What 
is the average in beets for the 6 years? 

Mr. Myers. I think it is 848,000. 

The Cu4rrman. They have 2,000 more acres than they had. 

Mr. Hix. That does not mean anything. 

The CHarrman. Surely it does. You Fon 2,000 more acres. 

Mr. Poace. He said it does not mean anything unless you plant it. 
It isnot the fault of the law that they did not plant it. 

Mr. Huw. We are not talking seeut the law. This man, this wit- 
ness, is not talking about the law. 

The Cuamman. According to that, the Administration has al- 
reer given you 2,000 acres above the average. How much do you 
want 

Mr. Hux. We will not have enough beets to operate the factories. 

The Cuamman. Stop building factories. 
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Mr. Hitz. We have not built any factories since I have lived there. 

Mr. Powe. Speaking of acreage in 1953, Cuba, according to the 
United States Department of Agriculture, brought in production of 
1,478,000 United States acres, and this figure exceeds by 29.7 percent 
the total United States continental acreage planted to beets and cane- 
sugar production. 

n conclusion, Mr. Chairman, I would say to you that the proposed 
legislation would mean an immediate cut in Cuba’s share of the United 
States market and an immediate increase in the uneconomic subsidized 
domestic production. This was precisely what the 1948 sugar legis- 
lation was designed to prevent. 

The proposed legislation would be adverse to the interests of the 
United States as a whole. It would deprive American manufacturers 
and farmers of an opportunity to send their exports to Cuba. It 
would have grave repercussions on America’s long-standing friendly 
relationship with Cuba and jeopardize the quantity of sugar available 
to the United States during wartime. 

You mentioned, Mr. Hill, that if you did not plant beets out there 
you would have to plant corn or some other crop. That is just my 
point. When you buy from Cuba, you increase and enable them to 
buy from us. In other words, these surpluses we have here the Ameri- 
can farmer cannot buy them, because they are taken off the market to 
hold the price up, but when you broaden the market, you do get rid 
of some of these considerable quantities of surplus. 

Mr. Hux. May I ask you this question? I think that everybody 
wants to be fair in this legislation. And I mean the cane and beet 
producers as well as this committee, and the representation of all of 
these various people. 

Am I right when I say to you that all this bill tried to do is to freeze 
the present tonnage that you are providing for the United States 
market? It will not take one single ton off of Cuba, in the way of what 
you are producing now. Is that not correct ? 

Mr. Power. That is correct. 

(The following letter was later submitted to the committee :) 

PoWE MACHINERY Co., 
July 11, 1955. 
Hon. W. R. Poage, 


Congressman from Teavas, 
House Agriculture Committee, Washington, D. C. 

Dear Mr. Poace: In reading over the transcript of my testimony at the hear- 
ings on H. R. 5406 on June 29, 1955, I have discovered an unintentional inaccuracy 
which I would like to correct. 

The inaccuracy occurs in a colloquy which took place between Mr. Hill and 
myself. The following appears on page 925 of the transcript : 

“Mr. Hitt. Am I right when I say to you that all this bill tries to do is to 
freeze the present tonnage which you (Cuba) are providing for the United States 
market? It will not take one single ton off of Cuba, in the way of what you are 
producing now. Is that correct? 

“Mr. Powe. That is correct.” 

My answer to Mr. Hill’s question was not accurate. H.R. 5406 does more than 
“freeze the present tonnage” which Cuba is “providing for the United States 
market.” H. R. 5406 would clearly cut 1955 sales of Cuban sugar in the United 
States below the level of 1954. 

The Cuban quota (which is residual and, therefore, variable) was 2,927,000 
in 1948; it was only 2,729,000 tons last year. Assuming that the Secretary of 
Agriculture will finally fix consumption for 1955 at about 8,350,000 tons, the 
quota given Cuba by H. R. 5406 would be only 2,631,000 tons. This is 98,000 
tons less than Cuba’s quota in 1954, despite an increase of 100,000 tons in United 
States sugar consumption. 
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Indeed, if H. R. 5406 were enacted, United States sugar consumption would 
have to rise above 8,525,000 tons before Cuba would be permitted to sell as much 
sugar in the United States as she did in 1954. 

The real measure of the harm that H. R. 5406 would do to Cuba, however, is 
the comparison of the quota Cuba would receive under H. R. 5406 and what she 
will receive if the present legislation continues in effect until it expires by its 
terms on December 31, 1956. This comparison shows that during this year and 
the next, H. R. 5406 would cut 420,000 tons—$42 million at current prices—from 
Cuba’s quota as fixed by existing legislation : 


Cuba's loss of sugar sales in the United States under H. R. 5406 (tons) 





1956 


Estimated United States sugar consumption , 350, 8, 500, 000 





Cuba’s quota, Sugar Act of 1948, as amended , 811, 840 | 2, 955, 840 ms 
Cuba’s quota, H. R. 5406 , 631, 2, 716, 224 5, 347, 584 





Loss of Cuban sugar sales in the United States. y 239, 616 420, 096 








Very truly yours, 
WituiaM A, Powe. 

Mr. Hitt. When you start to tell me how bad off you are going to 
be, I wonder how you can see any better across the mountain than I 
can. I do not believe you are going to be any worse off because you are 
going to be right where you are now. 

We are not where we are now. We are sliding back, that is, the beet 
and cane producers. We produced in Colorado at one time—I know I 
am correct in this—230,000 acres of beets. Now we are producing in 
Colorado—that is what bothers the chairman—he cannot understand 
it—130,000 acres. . 

You are in the same position that we are. You cannot figure this out 
over a 2-year or 3-year period. 

Mr. Powe. It is a long-time proposition. 

Mr. Hitz. Most people cannot understand why you cannot change 
your industry overnight. 

This is a big objection that I have to our farm program. And in 
regard to my good friend from Texas, about peanuts, if I had my say, 
if you are going to change the peanut program, I would say that you 
cannot make a change in less than 5 years, because these growers 
cannot change quicker. You are worse off than that, when you plant 
cane that will stand in the field for 5 to 7 years, is that not correct? 

Mr. Powe. That is right. 

Mr. Hitz. Will you tell me why we should not give you from 3 to 
5 to 7 years to change? We are in the same position. Here is a man 
who possesses machinery and equipment and with land properly 
leveled and tilled and fertilized to grow beets. There is no way under 
God’s heaven to change it quickly. 

Cotton is in the same position. He does not have the machinery. 
And he is not sure what his land will do. 

Let us not hurry this thing now. 

If we come along and say to you today that we would like to freeze 
this thing, I am talking about what you are shipping in now, and we 
do not take a ton off of it, that is not. unfair to Ciba. Tf it is, I wish 
that, you would show me where it is. I mean not to cut you 1 single 
ton of sugar that you are now sending into this country. 
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That is what this bill that I have introduced states, if I know how 
to understand it. 

Mr. Power. We are not up to what we used to be in Cuba, in the 
decade from 1920 to 1930. We had a much larger sugar quota to the 
United States. 

The Cuamman. Will you yield for one statement ? 

Mr. Hit. Yes. 

The Cuarrman. According to the record I have here Mr. Hill is 
complaining about not having sufficient acreage. He has 6,000 acres 
more allotted to him this year than he has planted. Here is the record 
in Colorado. They planted 124,000 and they allotted you 137,715. 

if you need more acreage why do you not plant the 6,000 they gave 

you 

I am talking about 1955, this year. You have 6,000 more acres than 
you planted. 

Mr. Huu. That is not any argument. 

The CHatrman. You are asking for more acreage and you have 
6,000. 

Mr. Hix. There was sugar in Cuba that was not even harvested. 
This year we are being terribly punished by the weather. 

The Cuatrrman. And in 1953 you did not plant 121,000, and 1952 
you planted 117,000. 

Mr. Hitz. What did we do in 1950? 

The CuarrmMan. That is when you were making money. 

Mr. Hux. That is where we probably ought to be today. The rea- 
son we did that during the war, they came along to us and asked us to. 

Let me pay a compliment to the witnesses who have been here to 
testify, who have been more than fair. Your own gentleman who 
testified yesterday was. What was his name? 

Mr. Power. Mr. Crosby. 

Mr. Hix. He wanted to be fair with ev erybody. 

Here is our trouble. The weather in the past 3 years has been awful. 
Farmer after farmer has planted beets only to find that he did not 
have enough moisture to get the beets out of the ground. 

And then they figure a 5- or 3- or 2-year average, and they hold 
that against you. 

Do you see what I am driving at? 

Weare ina bad way. 

Then these others come in, the farmers from the Northwest, and 
they say, My goodness, we bought this land with the intention of 
putting some beets in,” and they cannot get an acre. 

We have just got to take care of them. 

I do not think there is a thing in this bill that we introduced that 
would wreck the Cuban sugarcane industry, because we are going 
to let you provide the same number of tons you have always sent to 
the United States. 

Mr, Power. Do you not still have the same number of tons that you 
had in those years? Itis a two-way street. 

Mr. Hux. There is nothing unfair about giving the American mar- 
kets some increase. The testimony of a former member of the Cab- 
inet, Mr. Chapman, testified definitely that we should have some of 
this extra growth. 


65704—55——34 
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_ According to your testimony we should not even have the growth 
increase. 

Mr. Powe. I am not saying that the beet industry and the domestic 
cane industry should not participate in some of the additional con- 
sumption due to the increase in population over the years. 

I say that at the present time this legislation is supposed to run 2 
more years. 

Mr. Hix. Two more crops. It is only 18 months that it runs and 
then it is out. 

Mr. Powe. At the end of 1956. Why should we make any change in 
it right now when we see all of these benefits to buy sugar in Cuba 
and have it come back and let all of these manufacturers and farmers 
and all of this surplus cotton and surplus wheat to be marketed, to 
market the surplus products, to put them in that market over there? 
It does not cost you anything. 

Mr. Hitz. Are you talking about what you are supposed to ship in 
regularly? We are not stopping that. Your regular shipments will 
be just exactiy what they are under this bill. 

Mr. Power. This legislation that we are talking about wants to 
give Cuba only 55 percent of the increased production. 

Mr. Hix. Of the increase in consumption. Otherwise, you are 
not being harmed one bit in what you are selling to the United States 
today. 

a thie legislation we say that this sum above what we have been 
using in these United States should be frozen or held somewhere 
near where it is, and then we will take that surplus and try to help 
these other folks. And that includes sugarcane. We are not just 
for beets. We are going to cooperate 100 percent with the sugar- 
cane people in the United States. I would not take it away from the 
sugarcane people in Louisiana and Florida and give it to us. No 
sugar-beet grower has ever mentioned that to me. 

hat is all we are talking about in my bill. 

When you testify about this down here [indicating], we are not 
even talking about that in the bill that I know of. We did not say 
a word about what you are shipping over now. That is all to be 
permanent where it is. But when you come above that, I venture to 
say that I have talked to several Congressmen who cannot under- 
stand it. They think that we are talking about the entire sugar 
industry. We are not talking about anything of the sort. We are 
only talking about the increase in the consumption in these United 
States. 

Where should it go?’ What would you say for us to do as Repre- 
sentatives from Colorado, from Washington, and from Califor- 
nia—-what do you say we should do? You just tell us. 

I know that every man on this committee—I can speak 100 per- 
cent for them, and the women, too—that we are going to be fair. 
We have tried to be fair with cotton. We have had one heck of a 
time, We have tried to be fair with peanuts, and we have had a 
hard time. We have tried to be fair with the corngrowers. And 
we are still in difficulty there. 

Mr. Albert has a little bill that he has been trying to get out of 
the committee, and the corngrowers are sitting on the lid. 





awe *s OO a ee 


AMENDMENTS TO SUGAR ACT OF 1948 523 


My friend from Virginia knows that only once have I voted 
against peanuts. That is a strange thing. But I am not in favor 
of destroying these crops and have never voted that way. 

You just tell me what you would do with that extra? Let us 
confine the talk to this extra consumption that we hope we are going 
to use. 

Mr. Powe. That is exactly what I am talking about—that is what 
I mentioned, Mr. Hill. 

Mr. Hit. Just talk about that. 

Mr. Powr. When I mentioned this thing. I have never said, Mr. 
Crosby did not say yesterday that we were opposed to the domestic 
consumer gradually getting a certain part of the growth. You have 
got to have some growth. We do not want you to grow too fast. 

Our proposition is that from now until the end of 1956 that Cuba 
should continue to get the additional consumption due to the growth 
in population. 

Mr. Huu. You are saying the benfit of that extra consumption 
in sugar ? 

Mr. Powe. Yes, sir. 

Mr. Hitt. For another year ? 

Mr. Powe. Yes, sir. And I told you why. The reasons are be- 
cause you benefit the taxpayer and the consumer. You do not in- 
crease the subsidy. And the beet subsidy is getting pretty high. 

Mr. Huw. It is not high enough to hurt anyone yet. It is the 
lowest price you have on all foods—sugar is the lowest. 

Mr. Lvs, Will you yield? 

Mr. Hint. Yes. 

Mr. Anpresen. Do I understand that it is your impression that 
Cuba does not get a subsidy—that is your impression ? 

Mr. Powe. In the discussion yesterday it was shown pretty well 
that Cuba does get an advantage out of the subsidy. Cuba does not 
get the subsidy. 

Mr. Anpresen. How much advantage? 

Mr. Powe. I believe it is about $1.90. 

Mr. AnpreseN. And you get that on the price of the sugar that is 
under your quota as landed in the United States? 

Mr. Power. That is on the price. 

Mr. Anpresen. On 2,667,000 tons ? 

Mr. Powe. Right. 

Mr. AnpresEn. And you are fighting to get a little more of that? 

Mr. Powe. Yes, sir; because it is good business. 

Mr. AnpresEN. I do not blame you at all. 

What are we going to do here? Here we have restrictions on cot- 
ton, on peanuts, on corn, on wheat. And soon it may be on other 
commodities. 

There are certain areas of this country where we cannot produce 
everything that is in our wide sanimitenel picture. 

What are the people up in the Red River Valley going todo? That 
is wheat country. They have been restricted on their wheat pro- 
duction. 

They are restricted on their potato production. That is not by 
law, but they are restricting it. 

We have three beet factories up there. Do you think they should 
be permitted to use their land for some purpose ? 
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Mr. Powe. They can grow other things. It may be ideal for sugar, 
of course. 

Mr. AnpresEN. Tell me what they can grow up in that Northwest 
area ¢ 

Mr. Powe. I do not know that part of the country very well. 
Wheat is grown up there. 

Mr. AnprEsEN. You should not say that they can grow something 
else then. 

Mr. Powe. It is not true, Mr. Andresen, that in most places in the 
United States where beets are grown they can grow other crops? 

My point was that in Cuba that is not so. You can say that is 
Cuba’s fault, that they ought to diversify their economy. That is, so 
that they can grow other things. The fact is that today they cannot. 
It takes time. 

Cuba is trying to diversify her economy. It takes time to build 
roads. You have to have roads to get these crops to the market. It 
takes time to establish markets. 

In the meantime you are talking about the long-range picture. I 
am talking about the short-range picture, the next couple of years. 

Mr. AnpresEN. I have only been on this committee for—I will not 
say how many years, but I have been here for a considerable length 
of time. 

Mr. Powe. I know that. 

Mr. Anpresen. We have had the surplus problem in this country. 
You have it in Cuba with reference to sugar. 

Mr. Power. Yes, sir. 

Mr. Anpresen. And during this whole period of time we have at- 
tempted to diversify here more and more. 

You have not done much about it in Cuba. The reason why is quite 
obvious, because sugar is produced very easily down there, and it is 
a good cash crop. 

Mr. Powe. That is right. 

Mr. Anpresen. And you are going to hang onto it. 

Mr. Power. Cuba is making progress, however, toward diversi- 
fication. 

Mr. Anpresen. I am glad to hear that. I am inclined to go along 
with Brother Hill on some of his arguments that our first duty is to 
see that some of our people here get a greater share of the sugar market 
in the United States. 

Mr. Power. What are you going to do about the other farmers, Mr. 
Andresen? Do not forget that when you send this dollar to Cuba you 
get it right back in American farm productes of which you have a 
surplus—wheat, cotton, and so forth. 

I sent along with my statement a list that we just got a couple of days 
ago from the Department of Commerce showing the exports to 
Cuba in 1954. 

Mr. Anpresen. I am very familiar with that. I know that Cuba 
is one of our good customers for the things that we produce in this 
country. We want to keep it that way. 

This legislation to which Mr. Hill has referred seeks to keep it 
that way, but to let the American producers here have sugar beets 
and sugarcane, to share a little more in the increased market in the 
United States. 

Mr. Powe. Yes, sir. 
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Mr. Poace. We have had some experience with some who com- 
plained bitterly that if you do not give us what we want, we are going 
to throw a fit and be a bad bo 

Mr. Anrvuso. I want to ak you a little something about that sort 
of psychology. 

I think, as Mr. Hill said, that every member of this committee wants 
to be fair with Cuba and it also wants to be fair with other countries 
that grow sugar. It certainly wants to be fair with the producers 
in the mainland. I think you will agree with that. I think we 
should be. 

Mr. Poaae. Yes, sir. 

Mr. Anruso. What has disturbed me a great deal, and I am sure it 
has disturbed a lot of the members of this committee, is the fact that 
we have been extremely fair with Cuba to the point that we have given 
her a tremendous preference over nearby countries; is that not correct ? 

Mr. Power. Yes, sir. 

Mr. Anruso. And yet what startled me was to read that Cuba has 
been selling sugar to Communist Russia. 

What have vou got to say about that? 

Mr. Powr. I think that they did a good thing when they got rid 
of that sugar. 

I do not like to see anybody trade with Russia. 

Mr. Anruso. I beg your pardon? 

Mr. Powe. I do not like to see anybody trade with Russia right at 
the moment, right at this particular time in our history, but remember 
this, the sugar ‘that we sold, that Cuba sold to Russia, was outside of 
the quota sugar. It was surplus sugar that we were holding. 

Mr. Anruso. Is ita good thing to sell sugar to Russians at a 1 cheaper 
price than the Americans have to pay for it? Did it doa good thing 
for our security, for our morale? 

Mr. Powe. Yesterday Mr. Crosby mentioned that this surplus sugar 
was sugar without a home; that is, this world market sugar was sugar 
without a home. You have to get rid of it wherever you can. 

The United States would certainly not like to see Cuba cut its in- 
dustry down to the point where they have just supplied sugar to the 
United States, because if a war came along, or any emergency the 
United States historically is dependent on Cuba to make up the sur- 
plus. And in the past two wars our domestic industry has dwindled, 
the Philippines have gone out of the picture, especially in the last war, 
and Hawaii cannot keep up its quota. You would have to depend on 
Cuba for sugar. 

If we do not keep up this industry and keep this plant in operation, 
we will not have that sugar available for the United States when it 
is needed. 

In the meantime we have to sell it where we can. 

And also when you plant cane it is not planted for 1 year. It is 
planted for 5 to 10 years. So that you have to harvest this cane. You 
cannot let it stay there for 5 or 10 years. You can leave it over from 
one crop to another, but you cannot leave it there indefinitely. 

Mr. Anruso. I think that you will find that the Members of Con- 
gress, by and large, will not be favorable to a country which has 
given special privileges to an enemy country, especially when we have 
been more than fair to that particular country. 
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I think that your people will have to give us a more satisfactory an- 
swer as to why that trade with Communist Russia was made and why 
it continues. And I understand that it is close to 1 million tons. 

Mr. Powe. Mr. Anfuso, I hope I am not talking out of school, but 
I think that you can get that information better from the United 
States Department of State, because I am quite sure that before Cuba 
sold the sugar to Russia that they consulted the State Department 
about it. 

Mr. Anruso. I would like to know something about it then. I think, 
Mr. Chairman, if that is so, that this committee should know about it, 
if the State Department authorized it, then this committee should 
know. 

Mr. Powe. I did not say that they authorized it. I do not think 
there was anything written about it, but I am quite sure that they did 
discuss the matter before they went ahead with the sale. 

Cuba was not obligated to do so. I do not mean to leave that im- 
pression, because they had no obligation. 

Mr. Hitt. I know that I really was floored when I read that. I al- 
ways have tried to be sort of, shall I say, cautious about any statement 
I made on foreign affairs. 

What bothered me on that purchase of sugar was two things. 

No. 1 was the price of about $4.20 a hundred. The second, what in 
the name of goodness did Cuba take for that? What did you get? In 
other words, what did you get from Russia—did you get machinery ? 
I am just asking. Did you get their currency, or did you just get a 
promise in the future? In other words, what was it? Do you know 
what actually happened there, or are you guessing ? 

Mr. Power. May I ask Mr. Crosby? I am a businessman in Cuba. 
IT am not in the sugar business. Mr. Crosby is in the sugar business, 
and fortunately he is here. 

Mr. Poace. We will be glad to have him answer it. 

Mr. Crossy. I think it will save time if I state the facts, Mr. Chair- 
man, as we know them in Cuba. 

The total amount of sugar sold to date this year by Cuba to Russia 
consists of 225,000 approximately of raw sugar, and 250,000 tons— 
may get that—because that other figure of 230,000 tons is Spanish long 
tons, of refined sugar. 

The first sale of raw sugar was made in February at a price of 3.05, 
f.0.b. Cuba. That is all we could get out of the Russians. And they 
paid cash for it. 

Before that sale was made I think I am at liberty to state that 
official representatives of the Cuban Government consulted the Ameri- 
can Ambassador. That was not done by notes, but by personal con- 
versation. And the Cuban official representatives were advised that 
the American Government had no objection to the transaction. 

It may be of interest to note that before the sale was made, and when 
the last conversation was held I believe over the telephone with the 
American Ambassador in Cuba, Vice President Nixon happened to 
be in Habana and was aware of that conversation. In fact, the Ameri- 
can authorities, I believe, looked with favor on that transaction as an 
aid to the Cuban problem. 

Sugar is not a strategic material. We have a large excess of sugar 
available to the United States. 

All of this sugar is being paid for in cash. 





AMENDMENTS TO SUGAR ACT OF 1948 527 


And so far as I know Cuba.is not buying any Russian products. As 
a matter of fact, Cuba does not have diplomatic relations with Russia. 

Mr. Hinz. Let me ask a question there. I cannot quite understand 
what you mean by cash. I do not think they have any United States 
money in Russia. If they do, I do not know Laas they got it. 

Mr. Crossy. I can answer-that to your satisfaction, 1 think. 

The Russians have opened through a London bank, to a Cuban bank, 
letters of credit in Cuban dollars. 

We present the documents when the sugar is loaded and we are 
being paid the Cuban dollars in Cuba against those documents. 

The companies which I represent have participated in those sales to 
the extent—I am speaking roughly—of maybe sixty or seventy thou- 
sand tons. Weare being paid cash in Cuba. 

Mr. Hitt. By way of Great Britain ? 

Mr. Crossy. I think possibly the Russians obtained the dollars out of 
the sterling which they already held. 

Mr. Poage. If I may, I should like to say this. I do not want to 
close this off, nor do 1 want to prolong it too long. I think it is a 
matter of common knowledge that the Russians produce probably the 
largest supply of gold in the world, next to the Transvaal. They ship 
gold to London regularly, and everybody knows it. There is no secret 
about it. And for that they get British pounds, of course. 

And they ship to other financial centers of the world. 

They are in position to pay in the cash of many nations. 

I think it is well known all over the world that Russia can do it 
because of their gold production, and that they do it. 

The question of payment is not so involved, so far as Russia is 
concerned, 

Of course, there is a great deal of difference of opinion in the United 
States as to whether it is desirable to trade with Russia or whether by 
trading with them, and bleeding them of their resources, you can 
weaken them, or whether by doing so you strengthen them. 

Obviously, you can get as many different opinions as the people you 
talk to, because one man thinks in one term and another in another 
term. 

There is certainly no unanimity of opinion in our Government. 

I think it is also fair to recognize—I think every member of this 
committee must know—that the Cuban Government did not approve 
this sale until the United States Government had at least pointed out 
that there was not going to be any objection to it. 

If there is any proper complaint it had better go to the State 
Department in Washisigton. 

I am not saying that in defense of anybody or in criticism of any- 
body, because it is a matter about which there is a lot of debate in the 
United States. 

Mr. Anruso. I want to ask one more question. In line with what 
we have discussed, Mr. Crosby, do you believe that you would regard 
it as fair for the United States to sell surpluses of butter and rice 
ane to Russia at a cheaper price than we sell those products to 

u 

Mr. Crossy. Was not that proposed last year with respect to butter ? 

Mr. Poage. My understanding is that the State Department sug- 
gested it. The Department of Agriculture did not approve it. The 
State Department did approve it, if I am correctly informed. 
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Mr. Crosspy. I have no doubt that Cuba would not have made those 
sales to Russia if they had known that it was in any way objection- 
able to the United States. 

Mr. Poaar. While we are talking about this Communist: proposi- 
tion may I come back to Mr. Powe and raise the question that I 
thought Mr. Anfuso had in mind when he said he wanted to ask about 
this communism thing? 

Your point is, I believe, the same point that about three-fourths of 
the witnesses have had who have come before us and have raised—that 
is, if we do not do everything that you want, we are going to have a 
fit here on the floor. 

I have seen sugar people do that sort of thing, but when great 
nations come before us and suggest that, “If you do not subsidize us 
just the way we want to be subsidized, we are going to go Communist 
and you are going to have a lot of trouble getting rid of us as Com- 
munists,” I begin to lose some confidence in their professed opposition 
to communism, in the first place. 

I got the impression that Cuba was anti-Communist. I got the 
impression that Cuba was opposed to communism. And yet about 
three-fourths of the spokesmen who have come here tell us that if we 
do not give you greater subsidies, we are going to become Communists, 
and “then what are you going to do with us?” 

To me it is just rather inconsistent. And may I say, a rather 
childish sort of argument. 

Maybe you will become Communists. If you are going to become 
Communist then you are not worth spending any American dollars 
on now and we had better know it right now and pull out right now. 

But if you are going to do what some of these other countries tell us 
they are going to do, they are going to fight communism whether we 
subsidize them or not, then I have some respect for them. 

Mr. Powe. I am glad you brought this question up. What I said 
was merely a pat answer that if you have a healthy economy in Cuba 
there is no danger of communism. Cuba is not going Communist. 

I was merely making the point that the United States is spending 
billions of dollars to help the economy of other countries for the 
express purpose of keeping communism out. 

Cuba is not asking you to do that. Cuba has not asked for a nickel. 
We have never asked for a nickel. All we ask for is trade, where 
these other countries ask for aid. Cuba has asked for trade. 

Mr. Poacer. Is there not a little bit of aid included in that $1.90 
subsidy ? 

Mr. Power. Yes, sir. And is there not a little bit of aid in the fact 
that Cuba gives a 20-percent preferential over any other country ? 
That is why every dollar comes back to the United States that you send 
to Cuba. 

One of the Congressmen asked me a few minutes ago something 
about giving trade to Cuba instead of the other countries nearby. 
That is the main reason why we should do it, because Cuba gives the 
United States a preferential of 20 percent on practically everything 
we ship to Cuba. 

Mr. Poage. Do you think we should sort of cut that and say to the 
other tropical countries, “What will you give?” Maybe some of these 
other countries will give 35 percent. Maybe somebody will give 40 
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percent. We could offer that around to public bid and see who will give 
us the most, do you not think? 

Mr. Powe. This is not a trade barter proposition. This has been 
going on since 1902. In 1902, in the treaty with the United States, 
by which the United States gave Cuba a preferential in the sugar tariff 
of 20 percent, Cuba in exchange, as a concession, gave 20 percent 

referential on practically everything that they buy from the United 

tates, 

Mr. Drxon. I should like to ask a question of Mr. Powe or Mr. 
Crosby, whichever should answer it. 

When we were down to the Dominican Republic—and this is an- 
other sidelight, Mr. Anfuso, on your question—they were very much 
disturbed. I will state briefly their reason and I would like your 
reaction to it. 

They say the United States gives Cuba such a large quota at such 
a high price and such low duty that now Cuba turns arounds and sells 
to Russia 400,000 tons at $3.20 a ton, and because of their great bonus 
from the United States they can break the world market to the detri- 
ment of the Dominican Republic and offshore producers. 

Do you not think they have quite a legitimate claim there? 

Mr. Powe. No, sir, Mr. Dixon. If we were talking about a regular 
customer—if Russia was a regular customer of Cuba, and we consist- 
ently sold sugar to them at a price, yes. 

This was a matter of the sale of sugar, distress sugar, that every- 
body wanted to get rid of—everybody. This agreement that they 
have, the sugar agreement, where England and all of the sugar- 
producing countries got together—everybody was in agreement that 
this was distress sugar and a good thing to get rid of. 

If that were the customary thing to do, then I would say that the 
Dominican Republic certainly would have a grievance. 

Mr. Drxon. Would you not say that affected adversely the Domini- 
can Republic’s markets and Mexico’s markets and the markets of some 
of our other good friends and customers ? 

Mr. Powe. They do not sell sugar to Russia; they cannot sell sugar 
to Russia. 

Mr. Drxon. Could they not have? 

Mr. Power. I doubt very much if they could have. 

Mr. Drxon. That is their opinion. And that is creating a great 
deal of ill will for our country. 

Mr. Powe. In the first place, I think that was refined sugar, most 
of it, sold to Russia. I do not think that Santo Domingo has refining 
capacity for that much sugar in the short time that they wanted it in, 
anyway. 

Mr. Crossy. Might I add something? I think those sales to Russia 
were beneficial to Santo Domingo and to Mexico and to all other sellers 
in the world sugar market, and I will tell you why. 

Mr. Drxon. I wish you would convert them, please. 

Mr. Crossy. I will tell you why : There is a surplus of sugar, for this 
residual world sugar market. 

Russia has never in the last 20 years been an importer of sugar. 
Due to a change in their apparent attitude toward their own people in 
the matter of food, and due to some extent to an unsatisfactory beet 
sugar crop in Russia last fall, they changed their policy. 
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Under the International Sugar Agreement, Russia is not classified 
as an importer of sugar, but an exporter of sugar. And when the In- 
ternational Sugar Council made its estimates last November of the 
requirements of the world market for 1955 and set the different 
quotas accordingly, that Council estimated that India would take from 
this residual world market during the year 1955, I think the amount 
of some 500,000 or 600,000 tons. It has turned out that India, as a 
result of large purchases made in 1954 and developments in her own 
sugar industry, is not a substantial importer of sugar this year. 

And if Russia had not turned up as a buyer, the world sugar situa- 
tion today would be very much worse than it is. 

Cuba has always maintained a policy that when a foreign govern- 
ment is willing to buy a large block of sugar—and when I say large, 
I mean two, three, five hundred thousand tons, or 1 million tons— 
Cuba will entertain a price, a discount price somewhat below the free 
market at the moment. That is a common practice in trade. A big 
buyer has a moral right to request some consideration. 

Mr. Dixon. Cuba’s overproduction was responsible for that surplus. 

Mr. Crossy. No, sir; we are talking about sugar for the world mar- 
ket. There was no overproduction of sugar for the world market in 
1953 or 1954. The surplus you are talking about comes from 1952. 
That is set aside for marketing in the United States market over a 
period of 5 years. That does not bear on the world market. It is not 
available for the world market. It cannot be sold to the world market. 

In 1953 the British, when they went off rationing, asked Cuba to 
sell them a million tons of sugar, so as to meet an expected demand. 
And Cuba sold that sugar at a substantial discount from the going 
free market. Nobody criticized that, to my recollection. Everybody 
realized that that was a fine thing to do in the world situation as it 
stood at that time. 

Mr. Drxon. The Dominican Republic does not concur. They are 
not sold on it. They are very much opposed to it. I met with the 
Cabinet, and the people are very much against it. 

Mr. Anruso. T jut want to make this statement and then I will 
yield to Mr. Abernethy. 

I want to go on record at this time as being very much opposed to 
the State Department policy—I mean the State ee of the 
United States—in permitting Cuba to deal more favorably with Com- 
munist Russia at the expense of the American consumer. I am not 
blaming Cuba. 

You say that you got permission from the State Department. 

I want to go on record as being opposed to that policy. 

Mr. McMirxian. Mr. Chairman, I was wondering if it is not a fact 
that with reference to Great Britain we have given them 30 or 40 bil- 
selling their goods to Russia, without even asking us anything. I 
wonder if that is not true. 

Is it not true that Great Britain has received in aid and in other 
things from the United States, 30 or 40 billion dollars, and they con- 
tinue to sell to Russia, and do not ask us anything about that? 

Mr. Poaesr. Of course, I am not on the Foreign Relations Commit- 
tee, and I do not claim that I can give you an answer, but my under- 
standing is that this is substantially correct. 

You see, if Cuba had not sold this sugar to Russia, it would have 
paid Great Britain a little brokerage and sold it to the British a little 
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under the price she got direct from Russia, and the British would 
have then sold it to Russia. Certainly we would have been in no 
position to complain. We could not have done anything about it. 

I do not know why we get so excited when somebody does a thing 
openly, directly, without paying a commission, because everybody 
knows that you can send most anything you want to Russia by selling 
it to the British or by selling it to any one of a dozen other European 
countries. I do not want to lay a charge against Great Britain, but 
practically every European country does that sort of thing. All you 
they will charge a little brokerage and take it over. And Cuba just 
saved the brokerage. That is all that happened. 

Mr. McMiurtan. I did not want it to be said that Cuba was the only 
one selling to Russia.. 

Mr. Poaee. I think every one of them is doing it, except Spain. 

Mr. Apernetuy. Let me elaborate on that just a little bit. Mr. 
MeMillan brought out the point that I wished to raise. I am sure 
that the question was not raised particularly in criticism of Cuba, 
although I think there is some criticism due. 

The criticism, as I see it, is not limited to Cuba. 

We will consider on the floor of the House today one of the many 
giveaway bills that we have passed in the last 10 or 15 years. There 
have, from time to time, been amendments offered on the floor of 
the House to deny that aid to any country that would be a benefactor 
thereof who carried on any sort of trade, commerce, or trade relation- 
ship with Russia, with Communist Russia. 

ow, strangely enough those amendments have always been voted 
down. Punviealiy I favor them. 

We find ourselves, since this subject has been raised, in the rather 
ridiculous sort of position of giving aid, free dollars in many in- 
stances, in fact, in most instances, to England, to France, and to 
many other countries—sixty-odd around the world—most of whom 
carry on a day-in and day-out trade relationship with Russia. 

So Cuba is not alone in this respect. 

I think the record ought to reflect that. 

In fact, under the leadership of Mr. Hoeven, a member of this 
committee, a year or two ago we had a little inquiry that went on 
here in this room for a week or so, and we found that, not Cuba, now, 
but the United States was importing potash from the Communist- 
dominated section of Germany. And to my amazement the State 
Department appeared in the well of this committee and would not 
— rove it. They would not approve it, but at the same time they 
wou hi not disapprove it, which in my judgment gave assent to what 
was going on. And it was also found out that there were many other 
products of Communist origin, from Communist-dominated coun- 
tries, some of which were from Russia itself, that were coming into 
the United States, purchased by American merchants. 

I just thought that the record ought to show that, not necessarily 
in defense of the Cuban friends who are here today, not in justi- 
fication for their trade with Russia, but to get the whole picture in 
the record so that when anyone considers this subject that has been 
raised they would know that they were not necessarily alone on this 
particular score. 

Mr. Poace. Did you have anything further to say, Mr. Powe? 

Mr. Powe. I would like to develop one other thought. 
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The question has been asked here during the past week, several 
times, why this foreign quota should be distributed 96 percent to 
Cuba and only 4 percent to all of the rest of the producers, the foreign 
producers. 

You asked that question I believe, Mr. Poage, of the young man 
from the Bessemer Steel the other day, and he did not know what 
the answer was. 

To me the answer is very simple. 

In the first place, historically the United States has obtained its 
sugar from Cuba. 

As I mentioned a moment ago, we are not still back to our 1929-30 
quota, and why upset the trade relation between countries build- 
ing up an industry? We have an industry in Cuba that was built 
there in 1902. It was built largely by American capital to ship to 
the United States well in excess of 3,500,000 tons of sugar a year. 
We have got it. It is still there. It is available to the United States 
in emergencies. 

Why have other countries build wp an industry in those countries 
that they do not have to supply this market? You are just aggravat- 
ing a situation, just like the mess we got into on the coffee situation. 
There is a surplus of coffee all over everywhere. If one of these coun- 
tries that is not producing coffee, or a very small producer of coffee, 
vee to go in today and expand their production, where would they 
sell it ? 

Mr. Poace. May I recall when my father was a boy in Texas, the ox 
teams did a big business hauling freight all over that part of the 
country. The railroads came along and put them out of business. 
And the airplanes are about to put the railroads out of business. 

Back during the slavery days, all of the cotton in the United States 
was grown east of the Mississippi River. Most of it is grown in the 
plains of Texas and California today. 

Changes occur, and if we are going to have any progress in the 
world, we will have to make some changes. 

Surely we are not going to freeze corn acreage back to where it was 
in the days of Pharaoh. He grew all of the corn at one time. If I 
recall correctly, all of the corn in the world was grown down there in 
the Nile Valley. 

I would not deny anybody’s right to grow corn because Pharaoh 
had a monopoly on it at one time. 

Mr. Powe. No, sir. You can change some things, but you cannot 
change the geographical location of Peru and put it where Cuba is. 
And if you have a war, you would be very glad to have that sugar so 
close at hand. 

Mr. Poacr. If you are going to argue on that sort of basis, we ought 
to abandon Cuba entirely and grow all of our sugar in Mexico. We 
do not have any submarines between here and Mexico. 

I do not want to get into that argument, but it seems to me if we 
just say because it existed in 1902, it ought to exist today, and we might 
just as well fold up this committee and fold up this Congress, because 
all we do is to change the rules from time to time. That is the only 
reason we are here. If we are not going to change anything, let us 
adjourn, and let us pass the Law of the Medes and the Persians, and 
you know what happened to the Persians. 

Mr. Powe. I have one other thought, Mr. Chairman. 
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Mr. Hitt. I would like to tell the chairman a little story. It might 
be that if we promoted the sugar industry in Mexico, that we would 
not have this bill that we are going to have on the floor in a day or two, 
about the wetbacks coming into this country. They could keep them 
down there growing sugar. 

Mr. Poacr. Maybe so. 

Mr. Hacen. There was some statement yesterday that the passage of 
either the congressional proposal or the administration proposal would 
tend to raise the price to the consumer. I cannot quite understand 
that. 

If that is true, if you believe that, what would be the mechanics 
of that? 

Mr. Powe. I did not understand the question. 

Mr. Hacen. There were statements made yesterday—and I think 
you inadvertently said it yourself today—that the passage of any of 
these proposals would tend to raise the price of sugar in the United 
States. 

Do you believe that ? 

Mr. Powe. What would tend to raise the price? 

Mr. Hagen. The passage of this legislation giving these domestic 
producers a larger share of the market. 

Mr. Powe. Any time that you have a highly subsidized industry 
supplying a larger portion of the market, then you are going to have 
an increase in price. The tendency would be to increase the price, at 
least. 

Mr. Hagen. I cannot understand that. 

Mr. Powe. If you can buy that sugar from a lower cost pro- 
ducer 

Mr. Hacen. You get the same price as the American producer, 
regardless of the quantity. You get the same price. 

Mr. Power. We do at the present time. If the production gets too 
big in the States and too little there, the poe doennetion of this higher 
cost area would run the price up eventually. : 

Mr. Hagen. As I understand it, the purpose of the whole mecha- 
nism of the Sugar Act is to keep the price at a certain level as to the 
United States producers, regardless of the number of acres they have, 
you are going to peg the price, anyway. The pegging will be at the 
same level, rebeandiogs of how much it is. 

Mr. Power. That is right. My explanation is more or less theo- 
retical, I admit. The fact remains that when you buy this sugar 
from Cuba, the taxpayer and the consumer pay oo because it pays 
some duty. It ore 50 cents duty. That is a small item, really. 

Mr. Hagen. | can see where the Government gets a certain amount 
of the duty that they do not get of the domestic production. 

Mr. Power. That is right. You do not have the 80 cents a hundred 
pounds subsidy to pay out. 

Mr. Hagen. The only difference then is the tariff situation and the 
subsidy payment. 

Mr. Powe. That is right. 

The other explanation is theoretical, more than actual. 

Mr. Hagen. I would assume that in the history of sugar consump- 
tion in the United States when there was a very small domestic 
industry, Cuba virtually dominated the world sugar market—would 
that be a correct assumption, that there was such a time? 
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Mr. Powe. I think that is true. There was a time like that. 

Mr. Hacen, Let me ask you this: auras those periods of time— 
and you might be able to identify them, I cannot—was there any 
kind of an international sugar cartel designed to keep the price of 
sugar high? 

Mr. Powe. No, sir. We had the tariff. The Smoot-Hawley tariff 
that played havoc with Cuba. It would be interesting to have Mr. 
Crosby answer that question, because he is very familiar with the 
history of it. 

Mr. Hacen. I would assume, for example, like in rubber, the 
British virtually dominated the market. The price to the United 
States was what the traffic would bear. 

I was trying to find out if that situation ever obtained in sugar 
when Cuba was the principal —_ to the United States. 

Mr. Power. Would you answer that, Mr. Crosby ? 

Mr. Crossy. Are you referring to what happened in 1920? 

Mr. Hacen. How about 1920? 

Mr. Crossy. It has not been mentioned in this hearing up to now. 
In 1920 there was a lot of panic buying of sugar and the price of raw 
sugar actually reached, I think, 20 cents a pound. At some times in 
the moo think criticism has been directed toward Cuba that that 
happened. 

The real background there is that in 1919 the Cuban representa- 
tives offered to sell to the American Government the entire Cuban 
1920 crop. The First World War was just over. Sugar had been 
in short supply. There was a danger that the market might get out 
of control, if it was freed too soon from Government purchases. 

Unfortunately, the American administration at that time, in the 
summer of 1919, turned down that suggestion, and the Government 

ot out of the sugar situation and bought no sugar for the 1920 period. 
That led to a speculation in the market and sugar did reach the price 
of about 20 cents a pound, New York, for a short time in May of 1920. 
It was a very unfortunate thing. 

It certainly cannot be said to have been of Cuba’s making. It was 
the operation of the ordinary economic forces that a free market 
gets into when people think a product is scarce and the sellers get to 

now that the people think the product is scarce, and the free market 
forces just drove that market up and up and up. And, as the free 
system usually does, it provided its own corrective in a very quick and 
very disastrous way. 
he price of sugar of 20 cents in May of 1920 was 1.5 cents in 
December. 

Every bank in Cuba, with the exception of the American and Ca- 
nadian banks, was closed. 

Mr. Poace. Pardon me just a minute. The Chair is going to have 
to do a thing that I do not like to do. I have encouraged going into 
collateral issues, but I think that we are going to have tc take the posi- 
tion that we are not going to call any other witnesses here other than 
Mr. Surrey, who is scheduled to be the next witness. I do not mean 
to break into what you are doing now. It seems that we are starting 
a complete new round of questions here on a completely new subject, 
entirely apart from what the witness was called before the committee 
to testify on. And, frankly, we simply will never proceed with this 
hearing if we do that. 
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Mr. Surrey has been waiting here for an hour and a quarter. 

Mr. Hacen. The point I was trying to make—— 

Mr. Poags. I want you to make your point. I saw that a com- 
pletely new round was coming up, and I just wanted to make the 
statement that the Chair is not going to recognize anybody else to 
start a new line of questioning. As quickly as you pdr this, 
then Mr. Powe can complete his statement. 

Mr. Hagen. The point I was trying to make, from the standpoint 
not only of the American consumer but from the standpoint of na- 
tional security, is that it would be wise to have a sizable domestic pro- 
duction of sugar, so that we have a little bit of control of the supply 
of sugar, so that we will not get in the position where we are subject 
to the demands of some international cartel, shall we say, or a single 
dominant producer, in setting prices. 

Mr. Crossy. I think that is a sound position. I agree with that. 

Mr. Powe. I think that we might add to that. 

Mr. Martruews. I have a question of Mr. Powe. 

Mr. Poagr. All right. 

Mr. Matruews. Mr. Chairman, I do not believe that Cuba’s position 
has been stated like it should be in some of the colloquy, some of the 
questions that have been asked, through no fault of anybodys, but I do 
believe, for the sake of the record, that I ought to ask Mr. Powe just 
1 or 2 questions. 

I am thinking in terms of, let us say, Cuba’s pleas in comparison 
with the pleas of our other friendly foreign nations. 

This is not a controversy, let us say, between foreign producers and 
domestic producers. When we talk about Cuba’s share in comparison 
with other foreign nations’ share. 

I notice that in your testimony you said that Cuba’s national income 
was about $2 billion a year. As I recall, that is the annual yearly 
income. 

Mr. Power. That is right. 

Mr. Martruews. How much of that could be directly attributed 
to sugar? 

Mr. Powe. Between 85 and 90 percent. 

Mr. Martruews. Is it not true that sugar is probably much more the 
lifeblood of Cuba than it would be of any other foreign nation? 

Mr. Powe. Undoubtedly, sir. 

Mr. Matruews. That is certainly one reason why you are so con- 
cerned about this whole problem. 

Mr. Powe. Yes. 

Mr. Matruews. That is all, Mr. Powe. I just wanted to elaborate 
that one point. 

Mr. Power. May I finish answering Mr. Hagen’s last question ? 

Mr. Poace. Yes. 

Mr. Power. During the last two wars Cuba sold its sugar to the 
United States at the world price, at a price that was not an increase. 
Every one of the other allies that we had during the past war, England 
included, we paid enormous prices for tin, manganese, and everything 
we imported. We got our sugar at the same price and a lower price 
at times than the world market. 

Mr. Hacen. Perhaps here again the fact is that undoubtedly had 
the United States Government set out to encourage domestic produc- 
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tion at a very high price, they could have done so. We could extend 
the beet and cane acreage tremendously if the necessity were there. 

Mr. Powe. That is right. 

Mr. Poage. Thank you so much, Mr. Powe. You have made an 
excellent statement, and you have lived up to the recommendations 
we have heard. We appreciate your statement. 

Mr. Power. Thank you. 

Mr. Poace. We will now call as our next witness Mr. Walter Ster- 
ling Surrey, representing the South Porto Rico Sugar Co., the 
Dominican Chamber of Commerce, Inc., Comision de Defensa del 
Azucar y Fomento de la Cana, and the Dominican Republic. 


STATEMENT OF WALTER STERLING SURREY, REPRESENTING 
SOUTH PORTO RICO SUGAR CO., DOMINICAN CHAMBER OF COM- 
MERCE, INC., COMISION DE DEFENSA DEL AZUCAR Y FOMENTO 
DE LA CANA, AND DOMINICAN REPUBLIC 


Mr. Surrey. Mr. Chairman and members of the committee; I have 
submitted to the committee a prepared statement and in the interest 
of saving time I would like to merely summarize it and have the 
statement inserted in the record. 

Mr. Poacs. The statement will be inserted in the record at this 


point. 
Mr. Surrey. Thank you, sir. 
(The prepared statement of Walter Sterling Surrey is as follows :) 


TESTIMONY BY WALTER STERLING SuRREY ON BEHALF OF SoutH Porto Rico SuGar 
Co., DoMINICAN CHAMBER OF COMMERCE, INC., COMISION DE DEFENSA DEL 
AZUCAR Y FOMENTO DE LA CANA, DOMINICAN REPUBLIC 


I am here as the representative of South Porto Rico Sugar Co., an American- 
owned company which produces a substantial amount of sugar in the Dominican 
Republic, on behalf of the Dominican Chamber of Commerce of New York, Inc., 
an American corporation, and on behalf of the Comision de Azucar y Fomento 
de la Cana, a Dominican Government agency which, among other things, is 
responsible for the administration of Dominican sugar policies (and in con- 
nection with which representation my firm is registered with the Department 
of Justice). 

I. INTRODUCTION 


I first wish to make clear what I am not doing. On behalf of the clients I 
represent, I am neither supporting nor opposing the proposals of the United 
States domestic producers, both beet and cane, for an increase in their sugar 
quota, nor am I supporting or opposing any cut or change that might be made 
in the quotas of the other major suppliers. It is not for my clients, and, there- 
fore, not for me, to intervene in this way in matters of United States legislation. 

What I propose to do here today is to point out to this committee the over- 
whelming equity in the claim of the Dominican Government, the Dominican 
Chamber of Commerce and South Porto Rico Sugar Co., that the Dominican 
quota should be raised, and raised substantially, during the period of the pro- 
posed drafts of legislation, or any other legislation which will succeed the Sugar 
Act of 1948, as amended. I do not propose to make recommendations to this 
committee as to how this can be done. I do propose to illustrate to the com- 
mittee suggestive methods of accomplishing this increase, leaving it to the dis- 
cretion and wisdom of this committee to achieve a result which I am certain the 
members will agree should be realized. 


II, SUGAR AND UNITED STATES EXPORTS 


There is an important aspect of the allocation of sugar to foreign suppliers 
that should be borne in mind by this committee. Much has been and will be said 
about the importance of the export trade of the United States to a specific for- 
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eign sugar ssupplier. The argument is developed that if you increase that 
country’s sugar quota, then it will use the increased dollar earnings to buy 
more goods from the United States. This is true. But it is truer than we are led 
to believe. For it is true of every exporting sugar country. All dollars earned 
by all foreign sugar suppliers from the export of sugar will in turn show up as 
exports from the United States. The trade benefit to United States producers 
and exporters is principally determined by the total sugar quota allotted to all 
the foreign producing countries. This total benefit does not vary in any way by 
reason of the particular quota of any one country. Obviously, the Dominican 
Republic, like any and all other foreign sugar suppliers, will use the dollars 
that it earns from the export of sugar to purchase more United States products. 
Thus the real fact is that if you raise the total sugar quota for foreign suppliers 
you increase automatically the exports of the United States. 


III. THE POSITION OF THE DOMINICAN REPUBLIC AS A SUGAR ECONOMY 


The economy of the Dominican Republic is a sugar economy. The Dominican 
Republic is, and for some time will be, dependent upon sugar for its basie eco- 
nomic existence—and this despite its strenuous efforts to achieve economie di- 
versification. And it is important to note that in this sugar economy, American 
interests play a very large part. Of the total assets owned by the sugar industry 
in the Dominican Republic, over 65 percent belong to American corporations. 

The Dominican Republic is the third largest sugar exporter in the Western 
Hemisphere, its sugar exports being exceeded only by those of Cuba and Puerto 
Rico. Geographically, the Dominican Republic forms a part of the great Carib- 
bean crescent, Cuba lying to its west and Puerto Rico to its east (chart 1). It 
forms, therefore, a part of the offshore sugar bowl of the United States, which 
in times of emergency will, as in the past, be of the greatest importance to the 
United States. But, unfortunately, the Dominican Government’s membership in 
the offshore sugar bowl is only a geographic fact and not an economic fact, at 
the present time (chart 2). The United States market, which pays a higher 
price than obtainable in the world market, now takes 90 percent of Puerto Rico’s 
sugar, it takes over half of Cuba’s, and with respect to the third major part of 
the sugar bowl, the United States market takes approximately 4 percent—I re- 
peat, 4 percent—of Dominican sugar production (chart 3). 

This means that the remaining 95 percent of Dominican sugar exports must 
be marketed in the world market. Today this is not a good prospect for Do- 
minican sugar. First, the world market price, as the members of this com- 
mittee well know, is considerably below the United States market price (chart 
4). And to compound the disadvantage, the requirements of the free world 
market are dwindling. In 1951, the requirements of the free world market were 
5.380 million metric tons; in 1952, 5 million metric tons; in 1953, 4.90 million 
metric tons, and in 1954, 4.33 million metric tons. 

In addition, it must be noted that Dominican sugar is at an immense disad- 
vantage to Cuban sugar in the world market, because the higher prices obtained 
by Cuba in the United States market enable it to sell at lower prices in the world 
market. Cuba can afford to do this because its high United States price on so. 
large a proportion of its sugar, combined with its preferential United States tar- 
iff, makes it possible to effect low-price foreign sales and still obtain a net profit. 
This competitive advantage is not open to the Dominican Republic, as it has 
neither a large United States market nor a preferential tariff status against 
which it can afford to make lower-priced world market sales and still earn a 
net profit. 

I am obviously not here to question the benefits which have been given to 
other suppliers in the past, nor am I here to argue against any continuing 
benefits that may be given to them. I am here, however, to point out that the 
Dominican sugar producers in the past have been entitled to considerably 
greater consideration with respect to the Dominican sugar quota than they 
have been afforded. Unfortunately, nothing can be done about the past. They 
are, however, certainly entitled to have these inequities eliminated at this time 
in the enactment of new legislation. About this something can be done. 


IV. THE WAR—ROLE OF DOMINICAN REPUBLIC SUGAR 


Many of us do not know that the Dominican producers rendered very important 
and considerable cooperation to the United States and its allies, without receiving 
any postwar benefit for their valuable cooperation. This cooperation in World 
War II had as its precedent a record in World War I where over 83 percent of 
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Dominican sugar production went to meet allied demands. In World War II, by 
agreement with the Allies, including the United States, the Dominican Republic 
sold 94 percent of its sngar production—in fact, its total exports—for the same 
purposes. The bulk of Dominican sugar during the World War II period went 
to the United Kingdom under the terms of tripartite United States, United 
Kingdom and Dominican agreement, all at prices considerably under the free 
market prices. At times the prices received by Dominican sugar producers during 
this period did not even cover the cash out-of-pocket costs of production, 

There is more to the history of Dominican-United States trade than is gen- 
erally realized. As pointed out by the Tariff Commission in its publication, The 
Foreign Trade of Latin-America: 

“Prior to 1934, it had been unprofitable for Dominican producers [and all 
other full-duty countries] to sell sugar in the United States market, because of 
the preferential rate of duty accorded Cuban sugar. Consequently, practically 
all of the shipments to the United States were for refining and export with benefit 
of drawback.” 

V. DOMINICAN-UNITED STATES TRADE RELATIONS 


Had, however, a normal political and commercial relationship existed between 
the Dominican Republic and the United States, it would have been possible over 
the years to resolve by negotiations between the two countries as equals, the 
inequities imposed on the Dominican Republic. Unfortunately, until only com- 
paratively recently, the Dominican Government has not enjoyed a fair negotiat- 
ing status with the United States. This is so because from the year 1905 until 
the year 1941 the right of the Dominican Government to conduct an independent 
commercial policy on behalf of the economic interests of the country remained 
suppressed by reason of the operation of the Dominican-American Convention in 
1905, amended in 1907, and renewed in 1924. This Convention imposed upon 
the Dominican Republic limitations of such character as to be equivalent to a 
prohibition to modify its tariff without permission of the United States Gov- 
ernment. 

For part of this period—from 1916 until 1924—the territory of the Republic 
was occupied by the military forces of the United States and the functions of 
the Government were directed by American Government officials. At the ter- 
mination of that occupation, each country granted to the other reciprocal treat- 
ment of the most-favored-nation type, but the benefits of the most-favored-nation 
clause were seriously impaired by not granting to the Dominican Republic the 
same United States tariff preferences accorded to Cuba. 

Moreover, when the United States conceded to the Philippine Republic in 1946 
even more important tariff benefits (as well as a fixed quota), the United States 
requested the Dominican Government to renounce these benefits even though 
they were applicable to the Dominican Republic under the most-favored-nation 
treatment, to which the Dominican Government agreed. 


VI. DOMINICAN REPUBLIC EFFORTS TOWARD A SOUND ECONOMY 


However, despite the history of severe handicaps in its struggle for economic 
independence and economic self-sufficiency, the Dominican Republic during the 
past 25 years has indeed accomplished a proud record. One can best judge this 
record of achievement by measuring it against the recommendations in 1951 of the 
International Bank of Reconstruction and Development with respect to the 
economy of Cuba. The bank recommended that Cuba should: First, reduce its 
dependence on sugar by promoting other enterprises; second, promote other 
industries using sugar byproducts or using sugar as a raw material; third, 
promote the export of nonsugar products; and fourth, produce for domestic 
consumption raw materials and consumer goods instead of importing them. 

What the International Bank recommended for Cuba in 1951 had been initiated 
by the Dominican Republic long before. Thus with respect to reduction of 
dependence on sugar: In 1937 sugar accounted for 60 percent of the Dominican 
Republic exports and in 1952 it constituted only 45 percent of such exports. 
Compare this to the Cuban position where in 1937 sugar constituted 78 percent 
y esr exports and in 1952 it constituted 85 percent of Cuban exports 
(chart 5). 

Similarly, the Dominican Government has encouraged as a part of the diver- 
sification program the development of new industries. The industrial expansion 
and development program can be best demonstrated by the figures (chart 6). 
In 1936 there were 1,076 industrial establishments in the country. Capital 
invested in these establishments amounted to $62 million, and they employed 
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about 20,000 employees. In 1954 there were over 4,000 such establishments in 
which about $200 million was invested and they employed over 70,000 employees. 

With respect to promoting the use of sugar in new industries—the second 
recommendation of the bank—the Dominican Republic in cooperation with 
American capital and American know-how has promoted an industry, new not 
only to the Dominican Republic but also to the sugar industry, wherein use is 
made of sugarcane as a raw material. In this connection, a new plant operated 
by the South Porto Rico Sugar Co. will for the first time use sugar waste, bagasse, 
as a raw material to produce furfural, a chemical product important both to the 
United States civilian demands, such as nylon, and defense requirements. This 
enterprise was made possible by American capital, American engineering, and 
Dominican Republic cooperation in the form of tax exemptions, relief from 
import duties, and willingness to use all efforts to achieve a common goal. 

Furthermore, the Dominican Republic has increased the amount of its tradi- 
tional staple exports of cocoa, coffee, and tobacco, as advocated in the third 
recommendation of the bank. In addition, the Dominican Republic has devoted 
considerable energy and money to the development of new export products, such 
as bananas, iron ore, salt, fruit preserves, and frozen meat (the Dominican 
Republic was the main meat supplier to Puerto Rico during World War II). 

The stimulation of new export products has been accomplished by a program 
of achieving a lessening dependence on imports of foodstuffs, raw materials, and 
consumer goods. This is in line with the fourth recommendation of the bank. 
Thus, among the prominent examples of this trend is rice, of which the Dominican 
Republic imported almost 25,000 tons in 1980 as compared to today when the 
domestic rice production supplies all domestic needs. The total rice production 
has risen from about 29,000 metric tons in 1937 to 74,000 metric tons in 1973. 
We can go on with other examples of increased production to meet domestic 
requirements. Thus, the production of maize rose from some 51,000 metric tons 
in 1951 to over 82,000 metric tons produced in 1953 ; and the production of peanuts 
increased from 2,000 metric tons in 1937 to almost 20,000 metric tons in 1953 
(chart 7). 

In encouraging the production for domestic consumption. as well as for 
stimulating production of products other than sugar for export, one of the most 
important steps taken by the Government has been the broad-scale land-distribu- 
tion program. Farmers who had only holdings of an acre or two were encouraged 
to expand the amount of land they placed under cultivation. The Government 
cleared land for them, made water available, set up a new enterprise by giving 
them seed and instruction and making available to them community farm 
machinery. New farming methods were taught them, and the opportunity to 
expand their holdings and make them independent was provided by a system 
of loans through the Agriculture and Industrial Bank. 

The results of this program of land cultivation in the years from 1935 to 1950 
reveal that a total of 527,000 acres of such land—irrigated, plowed, and ready 
for planting—was distributed under this program among over 101,000 farmers. 
In addition, further distributions were made to farm “colonos” (chart 8). 

Tremendous strides have been taken with respect to improvement in the 
health and the social welfare of the people in the process of the capital forma- 
tion required for a balanced growth of the economy. The term “capital for- 
mation,” as you well know, is sometimes used to cover human as well as 
material capital. It can be made to include investment in skills, education, 
and health, a very important form of investment. Along with this, an organized 
education program has developed in the Dominican Republic. I know you are 
all familiar with the remarkably successful anti-illiteracy campaign, just to 
mention an example. These substantial gains in the standard of living, in the 
level of education, and in the reduction of illiteracy account in large part for 
the fact that in the Dominican Republic there is no Communist menace, no 
Communist Party, indeed no Communists, a situation which the Dominican 
Republic will maintain through increasing efforts to improve its economic and 
social structure, 


VII. NEED FOR SUBSTANTIAL INCREASE IN UNITED STATES SUGAR QUOTA 


All of these advances and all the efforts to achieve diversification in the 
economy of the country must continue, but the forward progress of these 
developments necessarily must depend upon the income received from sugar 
exports, still very much the backbone of the country’s economy. 
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The Dominican Republic is dependent upon its earnings from the exports of 
sugar for continuing with its program of increased diversification of its economy 
and simultaneously for the continued betterment of the standard of living of its 
people. The program has started, and started well, but it has only started; 
it has a long way to go. Today with the contraction of the foreign sugar 
market, with the continued inability of the Dominican Republic to sell its sugar 
in the United States, the further development of these programs is indeed 
jeopardized. Sugar exports are not only the answer; they are the only answer. 

The svlution is obvious. That solution is to give to the Dominican Republic 
an increasingly larger, and very much deserved, share in the sugar quota of 
the United States. This will necessarily follow from recognition of the tariff 
and quota inequities that have been imposed on the Dominican Republic in 
the past; recognition of the cooperation that the Dominican Republic has given 
to the United States during World War II and since; recognition of the appli- 
eation of United States policy of encouraging a country which does not seek 
economic aid from the United States to achieve its rightful objectives by enabling 
it to increase its trade with the United States. In other words, the Dominican 
Republic’s objective is aid in trade, not aid instead of trade. 


VIII. PAST BASIS FOR QUOTA ALLOCATION INEQUITABLE 


In discussing what can be done with the Dominican position, let me first start 
with the procedure which is now used in allocating a very small quota of the 
growth factor—4 percent to be exact—among the full-duty countries, principally 
the Dominican Republic, Haiti, Mexico, and Peru. At the present time, the 
quota is determined by the application of selected years (prior to the earliest 
sugar legislation) as a representative period on the basis of which subsequent 
entries should be calculated. I explained to you before how the Dominican 
Republic was prevented for many years from dealing with the United States on 
an equitable basis with respect to its sugar exports to the United States. The 
application, therefore, of this formula to the entry of Dominican sugar has from 
the beginning been inequitable to Dominican sugar. 

The so-called representative-period device on which the United States sugar 
quota system has been based presents a distorted reflection of the ability of 
Dominican producers to supply sugar to the United States market for three basic 
reasons: 

First, the history of the sugar quota system is one of inequities compounded 
on inequities insofar as the Dominican Republic is concerned. Prior to the 
existence of the quota system, the Dominican sugar producers were prevented 
from obtaining their just market in the United States by reason of the substan- 
tial preferential sugar tariff accorded Cuba. This period became the basis of 
sugar quotas which were in effect when the preferential tariff inequities were 
later somewhat adjusted ; 

Second, and even within the limitations of the first point, the years selected as 
the “representative period” for the initial Dominican sugar quota were the worst 
possible years for it, and were not truly reflective of its actual sugar trade 
relationship with the United States; 

Third, there were not included in the calculation of Dominican exports for 
these “representative years” the considerable Dominican exports of sugarcane 
to Puerto Rico for processing. 

These inequities have formed the pattern of successive sugar quotas, including 
the existing qucta, of the Dominican Republic. A clean break with the past is 
thereiore necessary. 

The proposed administration bill does not correct the situation. In effect, 
section 9 (h) (2) of the proposed bill establishes as the basis for allocating 
Sugar quotas among the full-duty countries the average imports into the United 
States within the quota years 1951, 1952, 1958, and 1954. But the Dominican 
quotas for those years were based on its quotas for previous years, which were 
restricted for the reasons I have explained. The administration bill therefore 
perpetuates the injustice of previous quotas by building on them to determine 
today’s quotas and those of tomorrow. 


Ix. THE APPLICABILITY OF GATT 


This technique appears to run counter to the policies that the United States 
has adopted as a standard for determining quotas in just such a situation as we 
face in this complicated sugar problem. I refer to specific United States policies 
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in connection with the General Agreement on Tariffs and Trade to which the 
United States and the Dominican Republic are signatories. 

Mr. Samuel C. Waugh, Assistant Secretary for Economic Affairs of the Depart- 
ment of State, in a recent address, stated : 

“The administration firmly believes that the continued expansion of American 
agriculture and industry into the export market requires the kind of fair-trade 
rules contained in the general agreement” (referring to the General Agreement 
on Tariffs and Trade). 

The Dominican Government warmly supports this view and guides its own 
course of conduct accordingly. 

Under the terms of article XIII, paragraph 2, of the General Agreement on 
Tariffs and Trade, it is provided that a contracting party to the agreement 
applying import restrictions, such as is true in the case of sugar, should aim 
at a distribution of trade approaching as closely as possible the shares which 
the various suppliers might be expected to obtain in the absence of such restric- 
tions. In other words, if import restrictions are to be imposed, they should be 
so imposed as to yield to each exporter a proportion in the share of the market 
as such exporter would obtain in the absence of restrictions.. 

But even more than this, at the recent meeting at Geneva of the contracting 
parties to the General Agreement on Tariffs and Trade, these parties, including 
the United States, agreed that this very concept governs the interpretation of 
he term “previous represenative period” in cases in which quantitative import 
restrictions have already been in force. The effect of this interpretation is to 
prevent the use, as a yardstick, of a previous period in which import restric- 
tions of a given product were in force, since such a period would in fact be 
nonrepresentative. 

The concept of a fair opportunity to participate in a market as requiring 
that present participation should not be measured by a past period in which 
restrictions prevailed, is spelled out in precise language in the waiver granted 
to the United States at the recent conference at Geneva in connection with im- 
port restrictions imposed under section 22 of the United States Agricultural 
Adjustment Act. In paragraph 3 of this waiver it is stipulated that the United 
States will give due weight to “representations by any contracting party that 
the portion of a total quota allotted or proposed to be allotted to it is inequi- 
table because of the circumstances that operated to reduce imports from that 
contracting party of the product concerned in the past representative period in 
which such import quota has been based.” 

What the Dominican Republic seeks here with respect to the allocation of 
sugar among the foreign countries is not special consideration. It requests 
only that the standards of GATT applicable to this very type of quantitative 
restriction be in fact applied to the sugar-quota restrictions. Thus the Domini- 
can Government and the Dominican producers propose that the legislation pro- 
vide that the total import quota for all foreign countries be distributed among 
them, pro rata, on the basis of the average total exports of each to world markets, 
including the United States market, during the crop years 1952-53 and 1953-54. 

In this way, the imposition of the quotas would be based more closely on what 
amount of sugar each country could export to the United States if no restrictions 
existed. By using total exports for those years to the world market, and not 
just to the United States market, the practice of basing new quotas on the 
admittedly unfair basis of he past is avoided. 


X. A YARDSTICK FOR THE DOMINICAN REPUBLIC QUOTA 


Now I turn to the larger question, in the solution of which I have only the 
fullest sympathy for the members of this committee. That question is the 
determination of what sugar quota should be allotted to the domestic producers 
and what sugar quota should be allotted to the foreign producers, and how the 
quota should be divided up among the foreign producers. As I stated in the 
beginning, it is not my role to make specific recommendations to the committee. 

1 believe that your committee should bear in mind a mathematical relationship 
that exists between the equities of Cuba and those of the Dominican Republic. 
If we consider the total exports to the world of these two countries for the pre- 
World War II period, 1935-39, we find that Cuba’s average exports of sugar 
for those years were 2,871,267 short tons as compared to the Dominican Re- 
public’s average exports of 480,189 short tons. In other words, in this period 
the Dominican Republic’s total world sugar exports were 16.7 percent of Cuba’s 
total world exports. 
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I wish to emphasize that I am not comparing sugar exports to the United 
States since, as I have previously explained, Dominican exports to the United 
States were under severe handicaps imposed by the quota system. This rela- 
tionship for the pre-World War II period establishes a good guide as to what 
the relationship between Dominican and Cuban exports to the United States 
should be. However, we are not in this way attempting to state what the Cuban 
quota should be nor specifically what the Dominican quota should be. All we 
are pointing out is that the Dominican quota should, in terms of the Cuban 
quota, have some ratio which is based upon the relative standing of the two 
countries as sugar suppliers to the world. It is our suggestion that at this time 
the Dominican quota for the period of the proposed legislation should be in the 
range of one-tenth of Cuba’s quota. As your committee can easily see, our 
suggestion of this range is considerably below that which existed in the pre- 
World War II period with respect to the total sugar exports of the two countries. 
However, it is important to bear in mind that even as of today, the Dominican 
Republic’s total exports of sugar are in the range of one-tenth of that of Cuba’s. 


XI. SOME ALTERNATIVE EXAMPLES 


We are not recommending any one alternative. We are not wedded to any one 
alternative. Indeed, there are many more equally acceptable solutions which 
could be put before you. But we present these few examples in order to make 
clear to the committee that no matter what position it takes on the major 
decision of allocation between the domestic and foreign producers it can provide 
the equitable allocation to the Dominican Republic that is so justly merited. 

We concur fully with the statement of Assistant Secretary Holland before 
this committee that “‘the share of the full duty countries is so small in relation 
to the share of Cuba and the Philippines (because of favorable treatment 
accorded by us in the past to the latter two countries) that the participation of 
the full duty countries in increases in consumption should be materially increased 
beginning January 1, 1957.” The examples submitted here are designed to 
show that this policy of the administration can be implemented. We have 
followed the principle, fully justified, that no supplier of sugar be cut below 
the quota it would have at the end of 1955, and we have followed the recom- 
mendation of the administration with respect to the Philippines. 

One word of caution. The examples presented may appear to the committee 
as giving the Dominican Republic a very large increase if you think in terms 
of the quota for the last year of the proposed legislation. This is not the case. 
They provide, as you will see from the tables, for gradual, modest increases each 
year during the period. And it is to be noted that the examples provide the 
Dominican Republic with a quota having a relationship to Cuba’s that is as far 
below the proposed ratio of 1 to 10 as can be justified in light of the Dominican 
Republic’s equitable claims. 

It might be helpful if I described briefly the five illustrative examples. In 
table 1, you will note, that the domestic producers receive a fixed quota equal 
to the amount they will have at the end of 1955, or 4,444,000 tons. Cuba is given 
a participation in the growth of approximately 83 percent until it reaches a quota 
of 3,200,000 tons in 1960, at which point it maintains that quota for the balance 
of the proposed legislation. The remainder of the growth is then distributed 
among the full-duty countries in proportion to their total exports during the 
crop years 1952-53 and 1953-54. This gives the Dominican Republic in 1962 a 
quota of 192,619. And all other full-duty countries end up with increases. 

Table 2 provides that 50 percent of the growth each year be given to the 
domestic producers and that Cuba remain constant at its closing figure for 
1955, having as its quota for each year through 1962, 2,811,840 tons. The 
Dominican Republic’s quota in 1962 would be 194,279 tons. 
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Table 3 reflects increases in both the quotas of the domestic producers and 
Cuba by giving the domestic producers a 30 percent participation in the growth, 
yielding them in 1962 a total quota of 4,654,000 tons, and Cuba a 20 percent 
participation in the growth, yielding it in 1962 a quota of 2,951,840 tons. The 
balance of the growth would again be allocated among the full-duty countries in 
accordance with the formula which I have recommended, which for the Domini- 
can Republic would give it in 1962 a quota of 212,633 tons. 

The fourth table follows a different method in allocating the increases of 
the growth to the domestic producers, the Cubans and the full-duty countries. 
It provides the domestic producers with a fixed tonnage increase for each year, 
beginning with the largest amount of 70,000 tons, in 1956, and in each succeed- 
ing year the increase would be 10,000 tons less. Thus for the year 1962 the 
domestics would have a total quota of 4,724,000 tons. The remaining quota 
would be divided up on the basis we have proposed (in terms of total exports 
during the crop years 1952-53 and 1953-54). In 1962 Cuba would have a quota 
of 2,916,840 and the Dominican Republic 194,279. 

Table 5 is worked out on the basis that the domestic beet and cane producers 
be given the share in the growth they would obtain on a prorated basis if 55 
percent of the growth were given to all the domestics. However, the other do- 
mestic producers are maintained for the full period of the proposed legislation 
at the end quota of 1955. The residual amount of growth is prorated on the 
basis we have proposed with respect to total exports for the crop years 1952-53 
and 1953-54, except that Cuba is limited to 3 million tons, which it would 
receive in 1959. In 1962 the Dominican Republic would receive 192,999 tons as 
compared to Cuba’s 3 million tons. 


xII. SUMMARY 


Let me now summarize the general positions with respect to the Dominican 
Republic which I have here advocated. Before doing so let me reiterate the 
basic principle that insofar as the sugar legislation is concerned the trade benefit 
to United States producers and exporters is principally determined by the total 
sugar quota allotted to all the foreign producing countries, and not by the 
quota allotted to any one foreign producing country. 

With respect to the specific equities of the Dominican Republic, the general 
positions we urge upon you are: 

First : Recognition should now be given to a correction of the inequitable man- 
ner in which Dominican sugar has been treated by previous sugar quotas; 

Second: Recognition should now be given to the contributions which the 
Dominican Republic made, at considerable sacrifice, during World War II with 
respect to the supply of its sugar to the allies of the United States under agree- 
ment with the United States and its allies; 

Third: Recognition should now be given to the applicability to the sugar quota 
vo of the principles and rules of the General Agreement on Tariffs and 

rade; 

Fourth: Recognition should now be given by the United States to the efforts 
by a friendly country to achieve economic self-sufficiency without relying on gifts 
or grants by the United’States, but on the basis of a fair and equal opportunity 
to participate in trade with the United States; 

Fifth : Recognition should now be given to the fact that the Dominican Republic 
is an important source of sugar for the United States in times of emergency, that 
it is a sugar economy, and that for the continued diversification of its economy 
it requires a substantial increase in its United States sugar quota. 

I respectfully request that the committee give full and serious consideration 
to our views. This I know the members will do, and for this I express my 
appreciation. 
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TaB_Le I.—Assumptions: (a) Domestic producers and Philippines at kept present 
statutory quotas; (b) Cuba participating in growth until reaching total of 


8.2 million tons; (c)Cuba and full duty countries share growth on the basis of 
exports of 1952-58 and 1953-54 


1956 1958 


134,324] 151, 488 ; ) 229,000} 329,000} 429, 000 
a, 6,0, 00 6, 008,70, 008 80, 008, 0,00, 050,00 











Key to distribution of annual growth 


Proration per 


exports 


Until 1960|After 1960 1956 | 1957 | 1958 | 1959 | 1960 
when when 
Cuba Cuba 
reaches | reaches 
3,200,000 | 3,200,000 


Percent | Percent 
82 836 }....-.- 
Dominican Republic_--- 9. 000 52. 44 
6. 240 
1. 028 
411 
- 485 


100. 000 








AMENDMENTS TO SUGAR ACT OF 1948 545 


TABLE II.—Assumptions: (1) 55 percent of growth above 8,350,000 to domestie 
producers; (2) 45 percent to foreign suppliers (excluding Philippines and 
Cuba) prorated basis of exports of 1952-53 and 1958-54 





| 
1955 1956 1957 1958 | 1959 _ ae’ 1960 | 1961 1962 








Final quota... ......-- 8, 350, 000/8, 450, oools, 550, 000/8, 650, 0008, 750, 000/8, 850, 000) 8, 950, 000/9, 050, 000 


Domestic beet. —? Sie 
Mainland cane. mal 









































ie ienasaie cee oon ons dah bile diltind ain bath cin cama subi annamanietime alia cee 3 
Puerto Rico_- niece eicdce 
Viegin TAGE. .ncocwnae<coes i _| i 
Total, domestic pro- 
ducers............--- 4, 444, 000|4, 499, 000) 4, 554, 000/4, 609, 000) 4, 664, 000) 4, 719, 000/4, 774, 000) 4, 829, 000 
re kinsoetaues err 977,000} 977,000) 977,000} 977,000} 977,000} 977,000} 977,000} 977,000 
Le sisting dé taltlonae suniiaiiad 2, 811, 840)2, 811, 840/2, 811, 840)2, 811, 840} 2, 811, 840/2, 811, 840/2, 811, 840)2, 811, 840 
Dominican Republic........ 29,093/ 52,691) 76,289 90,887| 123, 485| 14 
We a encase entbeossd 54,725) 71,087) 87,449) 103,811) 120,173 
Metidd..........43.i54> ae 12,067} 14,763) 17,459) 20,155) 22,851 
OEE see snktiinianinecosete< 2, 811 3, 887 4, 963 6, 039 7, 115 
eaten es 18, 464; 19,732} 21,000) 22,268) 23,536 
Total, full-duty coun- 
Wiédnvcedesiicennaa 117, 160} 162,160) 207,160) 252,160; 207,160) 342, 160 
Tetins. £153535..0 8, 350, 000/8, 456, 000/8, 550, 00/8, 650, 000/8, 750, 000)8, 850 8, 95 
Key to distribution of annual growth 
Proration Tons 
Percent 
DONE dilld chsdbhndidade betes cbibds ids dnvbiebibabsiccdabccdbbndiiedecceora 55 55, 000 
Pe rE I ilind tla ot pecs inet Se wtp becigwne aati Je Debi 455) 45, 000 
Dominican ai ith acbicintnnc ib eiaiisinguelscontigniesn eeleinsacae aaah 52. 44 23, 598 
PUI teat cena aicapaiilamsetahdin nse ocisteak anuiupinagabitibehitgidasipnsacdiutndintthdtndalied 36. 36 16, 362 
DEGEIID.) notin taiamonbenpaie sitieiehiininieeoterainamatutbe tries iars diianalees 5.99 2, 696 
MAR ccabcumpaeusnesveseecahecenvsasncsssusacuasssacwscignwscdescauescaGSecde cones 2.39 1,076 
OUI, 2G BS cE ee i a as J et 8 AG A iene 2.82 1, 268 
Te OR Oe. sh a hn ba bh a dais Ed eka S Aa ES A diccence 100. 00 45, 000 


TARLE III,—Assumptions: (a) Domestic producers receive 30 percent of growth, 
with domestic beet and mainland cane receiving the same tonnage that they 
would receive under the 55 percent of growth proposal; (6) Cuba receives 20 
percent of growth; (c) Full-duty countries receive 50 percent of growth, 
allocated per exports of 1952-538 and 1953-54 
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Gab... 2, 811, 840] 2, 831. $40/2, 851; 840) 2, 871, $40/2, 891; 840]2, 911, 840/2, 931, 84012, 951; 840 
Dominican Republic.....__| 29,093 55,313; 81, 533| 107,753] 133,973| 160,193} 186,413] 212, 633 
Paw! ee ee 54,725} 72,905] 91,085] 100,265] 127.445| 145,625} 163,805] 181,985 
> a 12,067} 15,062| 18,057; 21,052| 24047| 27.042 30,037| 33,032 
eee 2811} 4,006 5,201/ 6.396| 7.591] 8786] 9,981| 11.176 
= ihe a aga 18,464) 19,874] 21,284] 22'604| 24.104] 25,514) 26,924, 28, 
Total full-duty coun- 
Sasa speieaenat 117, 160] _ 167,160] 217, 160] 267, 160] 317, 160] 367, 160) 417, 160] _467, 160 


Pe epgcntkncwtesnc 8, 350, 000 8 40,008,880, 00 8,650, 000,75, 0008, 80,008, 880, 009, 080, 00 
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Key to distribution of annual growth 


(a) Beet [(1,800M/4444M) <55,000] ----_---.-..--~-------------.-- =22, 280 
(b) Cane [(500M/4444M) X55,000]___----_-------------------------- = 6,188 


Total domestics (30 percent of growth) 
(d@) Cuba (20 percent of growth) 


Percent 
52. 44 


(e) Total full-duty countries (50 percent of growth) 
Total growth 


TABLE 1V.—Assumptions: (a) Domestic producers share of growth begins with 
70,000 and declines annually thereafter by 10,000; (b) Cuba received 15,000 
tons annually; (c) residual growth allocated among full-duty countries on 
the basis of exports of 1952/53 and 1953/54 


1957 1958 


Final quota 8, 650, 000/8, 750, 000 8, 850, 000|8, 950, 000/9, 050, 000 


Domestic beet 
Mainland cane 


4, 
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TaBLE V.—Assumptions: (a) Domestic beet and mainland cane take share of 
growth equivalent to what they would receive if 55 percent growth were 
allocated to all domestics; (b) other domestic producers and the Philippines 
held to 1958 statutory quotas; (c) residual growth prorated among other 
foreign suppliers on basis total exports 1952-53 and 1953-54, ewcept Cuba’s 
total quota is not to exceed 3,000,000 tons 





————_s | | | | — | | SSS OTT! 


404/2, 413, 872 

. 000} 1, 052, 000 
000) 1, 080, 000 
000} 12,000 

, 404) 4, 557, 872 
000} 977,000 
602/3, 000, 000 
407| 80, 466 
117; 90, 345 
14,272} 17,934 
3, 693 5, 154 
19, 505; 21,229 
153, 994| 215, 128 





Key to distribution of annual growth 


1956 1957 1958 1959 


| — | | — | J | 


Domestic beet and mainland cane 


























[(2,300M/4,444) X55,000)..-.........--....--- 28, 468 | 28, 468 | 28,468 | 28, 468 
Proration per exports 
Until | After 
1959! | 19593 
Percent | Percent 
Cuba... Sicgahdewanic ns diese dp: MED Noccassns 59, 254 | 59,254 | 59,254 | 10,398 
Dominican Republic........| 9.000 | 52.44 | 6,438 | 6,438 | 6,438 | 32,059 
POG. .canctbiensabochascl 240 | 36.36 | 4,464 | 4,464) 4,464 | 22,228 
Montes... . Bil tecasnhendccce 1. 028 5.99 735 735 735 | 3,662 
ROE, oncaeid eae 411 2.39 204 204 294 1, 461 
OCR dincitdicdile octal 485 2. 82 347 347 347 | 1,724 
ROO. GE. | BORER . cnnentass cacti so a ceeeccccknchescnes 
Total, full-duty coun- 
dk bint onde tenacnecmineamatbad 12, 278 | 12,278 | 12,278 | 61,134 
Subtotal including 
Willis ndediwinnubenkintccs be beeiae 71, 5382 | 71,532 | 71,532 | 71,582 | 71,582 | 71;532 | 71,532 
Tetel Geweh..... choco hoo cisins lined 100, 000 |100, 000 |100, 000 |100, 000 |100, 000 {100,000 | 100,000 





1 Cuba under 3,000,000. 
4 Cubs at 3,000,000. 
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Chart 2. 

EXPORTS OF ALL OFFSHORE SUGAR PRODUCERS 
The Dominican Republic can sell only a minor part 
of its total Sugar Exports to the U.S. 


19$3 Fino! Quotas os o percent 
of 1953 Toto! Exports 






20 


roguo Republic 
1953 Exports 1953 Finot Percent 
Short Tons Adjusted Quotas Quotas of Exports 
Philippines. 666,217 874,000 100.8 
Puerto Rico 1,415,945 1087, 351 100.1 
Hawaii 1,087 ,096 1988, 3862 100.1 
Nicorague 9,000 8,134 904 
Cubo : 6060, 657 2,759,281 454 
Mexico 65,469 11,901 18.2 
Peru 454,078 53,986 11.9 
Haiti 31,738 2,777 8.7 
Dominican Republic 610,454 28,703 4.7 


Source: The Sugar Situotion, U.S.D.A., Feb. 17,1955 
Sugor Reports *22,U.S.0.A., Feb. 1954 
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Chort 3. 

EXPORTS OF SUGAR FROM THE CARIBBEAN AREA 
The U.S: now takes but a small part of the 
Dominican Sugar Production 


tm Thousand Short Tons 
$000 





cusa PUERTO DOMINICAN HAITI 


RICO REPUBLIC 
1954 1955 Opening 
Production Quote %e Quote of Production 
in 1000 Shert Tons 
Cubo 4,998 2667.8 53.4 
Puerto Rico 1,200 1080.0 90.0 
Dom. Rep. 772 276 3.6 
Hoiti 55 2.7 49 


Source:Foreign Agricultural Circular FS 3-55 (June 2,1955) 
US.D.A. Releose 3211-J4 (12/21/54) 
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Chort 4 
U.S. Sugar Price Far Exceeds the World Price 


yrs Price (F.0.8. Cuba) i 


Cents per pound 
6.00 








\ Fem Price (F0.8. Cuba) 


~ 
~ ~ 


3.50 


\ f= 


150 


Difference (U.S. Price 
over World Price) 


JFMAMJJASONOJFMAMJJASONOJSFMAMIJJASONDJEM 
1952 1953 1954 1955 


Source: U.S. D.A., Journal of Commerce 
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Chart §. 

Among Foreign Sugar Producers, only in Cuba 
and the Dominican Republic is Sugar 

the Leading Export 


Sugor os 0 % of Toto! Exports 
1937 & 1952 
100 


oa 1952 





Y Uy, ; nna 
CuBA OOM. REP tL as HAITI 
NOTE: Philippines exports of Coconut products 
exceed Sugor (33% vs. 26%) 


Peru exports more thon twice os much Cotton os 
Sugor (34% vs 13%) ond for more metols (23%) 


Sugor exports of Mexico,Nicorogquo,E! Solvedor ore not of 
significance ond therefore not indicoted by source. 


Source: internotiono! Financial Sto 
Internationa! Monetory Fu - ie ciieneeiak 
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Chort 6. 


Growth of the Dominican Republic's 
industrialization Program 


Number of Establishments 


1936 1 076 
oe eg dey 


Capital invested 


1936 CS Ss « million 
ot SPEED Ed Edyr-— 


Employment in Industry 


= Hii 
~<A 


Source: Direccion Generol de Estodistico Republica Dominicono 
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Chert 7. 
The Dominicans’ Increasing Ability to Feed Themselves 


is Indicated by the Growth of Selected Agricultural Crops 
1937-1953 


Thousonds of Metric Tons 
90 





80 


70 


20 


1937 1953 1937 1953 1937 1953 
cE MAIZE 


PEANUTS 


ie 
E> 





Source: Direccién General de Estadistico Republica Dominicano 
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Chort 8. 
Since 1935, 19.2% of all Dominican Land Under 


Cultivation was Developed by the Government 
for Distribution to Small Farmers 


€ Distributed to form colonies 


Distributed to.small formers 





Notes: Growth of Farm Colonies (Farm fond developed by the 
Government for distribution to formers) 


Colony Acreage 
Form Colonies Formers inhabitonts Cultivated 

1930 1 309 3,618 3,220 
1950 50 13,312 $8,639 130,541 


Source: Direccién General de Estodistico Republico Dominicana 
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Mr. Surrey. I suppose it is no news to this committee that it has a 
tough job and they laes my and my clients’ fullest sympathy. And 
I would like a, little sympathy in return, because. in one sense I too 
have a tough job. : 

The Dominicare Republie does riot come here crying that it is broke. 
It does not come here crying that, “If you do not increase our quota, 
we are going to have economic disaster.” 

The Dominican Republic has no external debt and no internal debt. 
It achieved this economic position at considerable sacrifice. 

We need a larger sugar quota, but if you do not give it to the Do- 
minican Republic, we are still going to avoid creating an external 
debt, and we do not intend to ask the United States for large financial 
aid, or any financial aid to assist us in solving the Dominican Repub- 
lic’s problems. 

Also, I do not come here and say that if you 'do not increase the 
Dominican Republic’s sugar quota, you are going to have a Commu- 
nist menace there. There is not any Communist menace in the Do- 
minican Republic. There is not a Cciamtanniat Party. There is not a 
Communist threat. There are no Communists. 

This has been done in large part’ through the successful efforts of 
the Dominican Republic to raise its standard of living, to raise its level 
of education, to create conditions under which communism does not 
survive. 

I do not have these usual, normal pleas, and I do not use them. 

In another sense, I think I have a relatively simple job. 

I do not want this committee to get the impression from what has 
been said before that the Dominican Republic is a Johnny-come-lately 
in the sugar problem. It grew the first sugar in the Western Hemi- 
sphere. It is asugar economy. It is a natural producer of sugar and 
does not require fertilizer or irrigation. Nature gave us, the Domini- 
can Republic, sugar, and the Dominican Republic produces sugar. 

It bas been assisted in this by American capital. American com- 
panies own approximately 65 percent of the sugar assets in the Do- 
minican Republic. 

The Dominiean Republic.is and always will be dependent upon sugar 
as the backbone of its economy, but it recognizes and it has ——— 
nized that a complete dependence upon sugar is not good for its trade 
relations with.the United, States, is not generally good for the sta- 
bility of the Western Hemisphere. 

But I still cannot get away from the fact that sugar is its main 
product. In a sense, what steel is to the United States, sugar is to 
the Dominican Republic. 

In coming here, I do not intend either to support or oppose the 
claims of other major producers. , , 

I am very pleased to say that. the problems of allocation between 
the domestic and the foreign producers is a problem for this com- 
mittee. Iam also gladit isnot our problem. 

I am not. here to attack the claim.of any other major producer or 
minor producer:; We denot have te dothat. 

The claims of the Dominican Republic stand on their own feet. 
They are equitable. They are-just,.. And I am sure that. all we have 
to do is to propose and advise the committee for its consideration of 
-— positive claims and not undertake negative attacks against anyone 
else. 
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Right in the beginning, let me clear up one fact. There has been 
and probably will be considerable testimony concerning the relation- 
ship of sugar to the export trade of the United States. 

In this connection, I might mention that the Dominican Republic 
buys 85 percent of what it needs from the United States and sells 51 
percent of its exports to the United States. 

I think the committee ought to face this question, that if you in- 
crease this country’s or that country’s sugar quota, you increase the 
export trade of the United States, that that is not really an economic 
fact. 

The relationship or the measure of United States exports in terms 
of foreign sugar quotas is a measure of the total foreign quota you 
give to all of the foreign producers. Every foreign producer that 
earns dollars from sugar is going to buy in the United States with those 
dollars. If you decrease one country and increase another to the 
same extent, the exports will be the same amount. 

So when we are talking about the impotrance of sugar to the United 
States export and production markets, we are talking about the total 
foreign quota of sugar, and not the quota of any single country. 

If you want to raise the exports of the United States to these coun- 
tries, raise the total quota for the foreign countries. We would be 
very pleased to see you do this. 

As I started before, the Dominican Republican, as Cuba, as Puerto 
Rico, is a sugar economy, a natural sugar producer. Geographically, 
on will note from chart No. 1 in the appendix to the testimony that I 

ave submitted to the committee, it forms a part of the Caribbean 
Sugar Bowl of the United States. That is the great offshore sugar 
supply center for the United States. That is a geographic fact. 
nfortunately, it is not an economic fact. 

As compared to the other sugar economies in the Caribbean Sugar 
Bowl, the United States buys approximately 90 percent of Puerto 
Rican sugar production. It buys about 50 percent of Cuban sugar pro- 
duction. And it buys approximately 4 percent of the sugar produc- 
tion of the Dominican Republic, which in the crop year of 1953-54 
was over 600,000 tons. And 4 percent is less than 30,000 tons. 

The balance of the Dominican Republic’s market, therefore, is the 
world market. That is the market that we have heard about—sugar 
without a home. 

Dominican sugar does not have a home. 

o And I might point out it has never sought even a night’s lodging in 
. Russia. 

The problem of the world market as a source of sale for the Do- 
minican Republic is becoming a much more difficult market. 

In the first place, the overall trend is toward a contracting market. 

Secondly, the British Commonwealth Agreement, whereby within 
the Commonwealth there are special preferences, is reducing a very 
important area which was a normal market for Dominican Republic 
sugar. 

Third, because of the large volume that Cuba is allowed to sell in 
the United States at high prices, it can compete with the Dominican 
Republic at lower prices than the Dominican Republic can afford in 
the world market arid still Cuba'¢an come out with a net profit. 

Moreover, recently one of the advantages that the Dominican Re- 
public has had with respect to the world market, which was the 
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facility to have bulk shipments, is losing out, since Cuba can now 
have bulk shipments. 

We do not oppose that development in Cuba, but we merely point 
out that it affects the slight competitive advantage in one respect that 
the Dominican Republic may have had in the past. 

This committee knows about and has heard a considerable amount 
of information, I believe, in this and previous ee concerning 
the war role of Cuban sugar. In fact, the war role o Cuban sugar 
has been one basis for the postwar sugar policy of the United States 
with respect to Cuba, in giving it certain advantages, but perhaps the 


committee is not so familiar with the war role of the Dominican Re- 
public sugar. 

In World War I, Dominican Republic sugar, 83 percent of it, went to 
meet Allied demands. 

In World War II, 94 percent of its sugar went to meet the needs 
of the Allies. 

This was under a tripartite agreement between the United States, 
the United Kingdom, and the Dominican Republic. 

Most of its sugar went to the United Kingdom, and often at prices 
less than required to cover the out-of-pocket costs of production, and 
losses were suffered by the Dominican Republic as the result of en- 
tering into this agreement. It could have sold at much higher prices 
in the free-world market. It did not bargain for a better quota as a 
condition for its cooperation. It was all-cut cooperation for itself 
and for the United States. It was defending and fighting for the 
same thing. That will always be the case. 

It is true today in the current cooperation of the Dominican Re- 
public in granting free assistance to the United States defense pro- 
gram in the Caribbean area. 

I mentioned before that the Dominican Republic is not a Johnny- 
come-lately to the sugar field. It is a Johnny-come-first. 

A question arises, therefore, as to why did not the Dominican Re- 

ublic over the history of sugar imports by the United States have a 
Leneee market in the United States? 

First of all, let me say that from 1905 until 1941, the Dominican 
Republic did not enjoy a fair negotiating status with the United States. 
There were a series of conventions between the two countries, 1905, 
1907, 1924. There was occupation, 1916 to 1924. There was control 
of the customs in the Dominican Republic by United States officials. 

It is true that in 1924, the United States signed an agreement with 
the Dominican Republic giving it most favorable nation treatment. _ . 

There are two things that happened to this most favorable nation 
treatment: 

First of all, the tariff preferentials that had been accorded Cuba 
were not made available to the Dominican Republic. Worse than that, 
in this sense, in 1946, when the United States concluded a trade agree- 
ment with the Philippines, by specific request to the Dominican Re- 

ublic, the advantages of that trade agreement which otherwise would 

ave been applicable to the Dominican Republic under the most- 

gegen treatment, were not made available to the Dominican 
public. 

So there has never been until 1941, when you had the war and the 
postwar emergency, a time when the Dominican Republic could have 
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tried to negotiate out on a fair and equitable basis its sugar problem 
with the United States. 

I am sure you recognize that this put severe handicaps in the way 
of the Dominican Republic. 

Sugar was its main product and still is, but the Dominican Republic, 
nevertheless, despite this disadvantage, made strenuous efforts to 
achieve a sound economy and to reduce to the extent possible its 
dependence on sugar. 

think I can cover this briefly by referring to recommendations of 
the International Bank of Reconstruction and Development in 1951, 
with respect to its economic survey of Cuba. It first recommended 
that there should be reduction on the dependence on sugar. The 
Dominican Republic had instituted such a program before and is still 
trying to carry it out. And it has had some success. 

In 1937, 60 percent of the Dominican Republic’s exports were sugar. 

In 1952, this figure was 45 percent. 

You might compare this with Cuba, 78 percent of whose exports 
in 1937 were sugar; and in 1952, 85 percent. 

The Dominican Republic, in trying to reduce this dependence on 
sugar, made an all-out effort to establish new industries. 

In 1936 it had less than 2,000 industrial establishments, with a capital 
of about 62 million, employing approximately 20,000 people. 

In 1954 this figure was increased to 4,000 establishments—almost 
twice as many—with $200 million of capital, and employing 70,000 
instead of 20,000 employees. 

The second recommendation of the International Bank was that a 
sugar economy such as Cuba’s should promote new industries having 
new uses for sugar. 

As some of you know, the South Porto Rico Sugar Co. recently 
inaugurated the opening of a furfural plant, which is an important 
chemical used in the United States, both for essential civilian and 
defense requirements. This was done by the South Porto Rico Sugar 
Co. It involved for the first time the use of sugar waste, bagasse, in 
producing furfural. It was done with the cooperation of the Domini- 
can Government, which provided no tariff duties on the material im- 
ported, which gave tax benefits, which gave all-out cooperation. It 
was done with the know-how and skill of the American companies; 
South Porto Rico Sugar Co.; Quaker Oats Co.; and the Du Pont 
Co., buying or contracting to buy a large part of the output. 

The third recommendation was that a sugar economy, such as the 
Dominican Republic and Cuba, should promote export items. This 
has already been undertaken. They are now — such raw ma- 
terials as iron ore, salt, such items as coco paste, fruit preserves, frozen 
— which formed a large part of the diet of Puerto Rico during 
the war. 

The fourth recommendation of the bank was that a sugar economy 
such as Cuba and the Dominican Republic should produce for domestic 
consumption raw materials and consumer goods, instead of importing 
them. ere are a few examples here where the Dominican Republic 
had taken steps which have assisted it considerably in this respect ; for 
example, rice. In 1937 it produced 29,000 tons. Today it meets all 
of its local consumption rice requirements out of its own production, 
producing in 1953, 74,000 tons. es 
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And the production of maize went from a figure of 51,000 tons in 
1937 to over 82,000 tons in 1953. 

Peanuts: In 1937 a production of 2,000 tons and in 1953 almost 
20,000 tons. 

These are items that they require for their own consumption 
and produce for their own consumption where they have tried to 
reduce their dependency on imports. 

What is the need for increasing the sugar quota of the Dominican 
Republic? As I stated rem the Dominican Republic is a sugar 
economy and always will be. It is not a marginal producer, not like 
your taxi driver who has a Government job during the day, and then 
when the peak season comes drives a taxi at night. The Dominican 
Republic is always drving that taxi and it cannot go in and out of it, 
just depending on whether the business looks good or bad. 

Moreover, with the contracting world market, the continued success 
which is necessary for the diversification of the economy to try to 
reduce the dependency upon sugar cannot take place successfully with- 
out a larger United States quota. 

What the Dominican Republic is asking is not aid instead of trade, 
it is asking aid in trade. The aid in trade it is asking for does not 
cost money. All it asks is that it be given a more equitable share of 
the United States market for its sugar. 

Why is the share now given thie Deunitiionn Republic inequitable? 
As you know, under existing legislation 4 percent of the growth factor 
goes to the full-duty countries allocated among them on the basis of 

previous representative years” of exports to the United States. And 
I put “representative years” in quotes because they are not representa- 
tive. There are not and never were, on that basis, any representative 
years for the allocation of sugar among the full-duty or all-foreign 
producers of sugar, including the non-full-duty countries. 

Before you had a quota system you had a situation where there was 
a tariff preferential given to Cuba as against all of the other countries 
with respect to the import of sugar. Now during the years of this 
tariff preferential the difference in the tariff rates as between Cuba 
and other sugar producers was so great that it effectively kept out for 
all practical purposes sugar of the other countries. When the first 

uotas came along you went back to this — to decide how you 
should allocate sugar among the countries. You went back toa period 
when the Dominican Republic and other ne reee countries’ 
exports of sugar had been kept out by a tarifi. That system was 
applied to saying the new quota shall be based on that type of situa- 
tion. It was obviously inequitable. And ever since then the pro- 
cedure has been to pyramid on the first inequity prior to the quota 
system all quota systems since in the first quota system you kept out 
Dominican sugar use you went back to the “representative years” 
when it was kept out by the tariff. 

The next quota system was based on a period which went back again. 

It is a compounding of one inequity on another. You do not build 
a house with straws. What you do, is build a house of inequities. 

Even when the tariff discrepancy between Cuba and the Dominican 
Republic was reduced, when under normal conditions the Dominican 
Republic sugar could compete in the United States market, you had 
a quota system that was again going back to a period when Dominican 
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sugar was kept out in large pent for all practical purposes because of 
a previous tariff preferential. 

There is more than this to the story. 

In the establishment of the first quotas, the Dominican Republic 
specifically was put at a greater disadvantage than other countries. 
The representative years that were chosen in the first quota system 
were the worst possible for the Dominican Republic. There was not 
an average of those years. It was the worst years for them. 

Secondly, there was not included in the calculation of the exports 
of the Dominican Republic for those first representative years sugar 
in the form of cane that had been exported to Puerto Rico and which 
was there processed and sent to the United States. 

So that all full-duty countries started on an unfair basis, and the 
Dominican Republic on the worst basis of all. And we go on with the 
system that goes back to that date. 

The proposal of the administration does not cure this, because the 
years it suggests as representative years still go back progressively to 
the very first inequitable quota. 

This procedure is inconsistent with United States policy. It is 
contrary to the General Agreement on Tariffs and Trades, to which 
both the United States one the Dominican Republic are signatories. 
Article 13, paragraph 2 of that agreement provides that quotas should 
be as close to the shares which would exist if no restrictions existed. 

It has been agreed in the development of this agreement that that 
interpretation covers a situation such as sugar. 

At the recent meeting in Geneva a waiver was granted to the United 
States with respect to the import restrictions under the Agricultural 
Adjustment Act, section 22. In the granting of that waiver there 
was a provision that the United States agree to give “due weight” to 
any contracting party which claims its quota is inequitable because of 
circumstances that operated to reduce imports in the past period on 
which the current imports are based. 

That is the claim we make here. We claim that giving due weight 
does not mean, “I will listen to your complaint,” as Chairman Cooley 
was saying yesterday, “have a nice meeting and thank you.” Giving 
due weight means that if the quota is inequitable because of cir- 
cumstances that operated to dane imports in the past period in 
which the quota was based you would do something about it. 

What can you do about it? It seems clear that to continue the 
system of basing foreign quotas in terms of previous exports to the 
United States, you are then basing foreign quotas on an inequitable 
basis because in terms of the waiver the circumstances operated to re- 
duce the quota in the previous period on which the current imports 
are based. This means, I believe, that you should have a clean break 
with the past procedure with respect: to allocation of foreign quotas. 

What you are really trying to get at is how much could a foreign 
supplier of sugar sell to the United States if you did not have a quota 
previously. And on that basis determine what it should be now. 

Therefore, the-only fair measure is to determine for as recent a 
period ‘as possible what were the total exports of these countries in 
competition with each other to the world markets? Then you get the 
relative advantages ofeach country in its production of sugar, its 


quantity of sugar, its efficiency in production, its competitive ad- 
vantages and disadvantages. 
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So that what we would propose is that the basis of the United States 
quotas for the foreign producers should be the total world exports 
per crop years for 1952-53 and 1953-54. This gives you a true 
measure of what might have been, what could have been imported 
into the United States and would have been exported from those 
countries if you did not have a quota system. 

Let us examine this for a moment in terms of, say, the Dominican 
Republic and Cuba. What did it mean in the past? What would 
the situation have been ? 

In the pre-World War II period of 1935-39, the Dominican Re- 
public total world exports were approximately 16.7 percent of Cuba’s 
total world exports. That gives you a fair yardstick, in — terms 
a ratio of what could have been done if you did not have a quota 
system based on exports to the United States which from the very 
beginning has been inequitable. It establishes the relationship of 
the export potential to the United States of the two countries. Even 
today with the increasing disadvantages to the Dominican Republic in 
the world market, Dominican Republic exports to the world market 
are approximately 10 percent of Cuba’s exports to the world market. 

Really what that is saying, therefore, is that the quota of the 
Dominican Republic in terms of the quota of Cuba should be in the 
range of 10 percent of Cuba if you are going to apply a procedure 
which the United States has advocated, a policy to which the United 
States is a signatory, and a program to which the United States is an 
advocate. 

We are not proposing in the testimony I have submitted to you 
in written statement form any specific way in which this should 
be done. We do propose that the fairest procedure for the foreign 
exporters of sugar is to apply a quota based on the 1952-53 and 
1953-54 crop years of the total exports to the world market. 

We have, however, submitted in our prepared statement certain 
examples of how this would work out, no matter how the committee 
decides the basic*question of allocation between foreign and domestic 
producers, and even if it makes certain adjustments within the for- 
eign quotas We set forth five examples as to the equitable way in 
which this quota system would work out as compared to the com- 
pletely inequitable way in which the existing system and the system 
poet in the two bills of legislation before this committee would 
work. 

Mr. Gaturtnes. On what page is that? 

Mr. Surrey. That is set forth on page 16 in the text, section 11, 
and immediately following the prepared statement in the tables set 
forth just prior to the large appendix. 

Let me reiterate that we are not recommending any one of these 
pera That is the function of the committee. We are not 

ere in any way—it is not proper for us to be here to recommend 
to you for decision what the quota should be between domestic and 
foreign producers. 

We say that once you have reached that position, then put the 
allocations among the foreign producers for the first time on an 
equitable basis and do not tuate a system of allocating quotas 
that goes back to a period when the tariff preferential that was 
given to Cuba was so high that it cut out the sugar. of other coun- 
tries, because then you never can reach an equitable basis and you 
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are acting contrary to the very principle which the United States 
advocates. 

In concluding this statement, I would like to refer to and read 
from the summary contained in the prepared statement on page 19. 

Before going into the specific summary 1 would like to reiterate the 
basic principle that insofar as the sugar legislation is concerned the 
trade benefit to the United States producers and exporters is princi- 
pally determined by the total sugar quota allotted to all the foreign- 
producing countries, and not by the quota allotted to any one foreign- 
producing country. It is the total dollars that are earned on sugar 
that determine that factor and not the dollars earned by any one 
country. 

With respect to the specific equities of the Dominican Republic, the 
general positions we urge upon you are: 

First: Recognition should now be given to a correction of the 
inequitable manner in which Dominican sugar has been treated by 
previous sugar quotas, 

Second : ition should now be given to the contributions which 
the Dominican Republic made, at considerable sacrifice, during World 
War II with respect to the supply of its sugar to the allies of the 
United States saer agreement with the United States and its allies. 

Third: Recognition should now be given to the applicability to the 
sugar quota system of the principles and rules of the General Agree- 
ment on Tariffs and Trade. 

Let us practice what we preach, in other words. 

Fourth: Recognition should now be given by the United States to 
the efforts by a friendly country to achieve economic self-sufficiency 
without relying on gifts or grants by the United States, but on the 
basis of a fair and equal opportunity to participate in trade with the 
United States. 

Really what we are saying is a problem that will come up to this 
Congress many times in the future. As our aid program to other 
countries—the Dominican Republic has not been a recipient of sub- 
stantial aid—achieves success when they no longer require aid, are you 
then going to penalize them because with the aid of the United States 
they fave achieved economic stability? And worse than that, are you 
going to penalize the country which has fought hard for economic 
stability without United States aid? 

Fifth: Recognition should now be given to the fact that the Domini- 
can Republic is an important source of sugar for the United States in 
times of emergency, that it is a sugar economy, and that for the con- 
tinued diversification of its economy it requires a substantial increase 
in its United States sugar quota. 

I respectfully request that the committee give full and serious con- 
sideration to our views. This I know the members will do, and for 
this I express my appreciation. 

Mr. P’ . Thank you for your presentation of these views. You 
have done it in a masterful way. 

Mr. Jonnson. Do those charts show the total amount of acres that 
the Republic of Cuba grows and the Dominican Republic grows in the 
various islands? 

Mr. Poacs. He did explain that. I understood his statement had 
reference to each one of these charts as he went along. 
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Mr. Surrey. Chart No. 3 in the appendix shows the relative produc- 
tion of Cuba, Puerto Rico, the Dominican Republic, and Haiti. In 
1954 Cuba produced 4,998,000 tons; Puerto Rico 1,200,000. The Do- 
minican Republic produced 772,000. 

You will note the big white spot above the Dominican Republic and 
the little gray spot below which is hard to put on a chart, and which is 
so small, but in fact is our quota to the United States. 

Mr. Drxon. As one member of the committee, I wish to commend 
the Dominican Republic for its effective stand against any spread of 
communism in that country, and also upon its sizable gains in diversifi- 
cation in crops, so that it is not nearly as dependent upon sugar as it 
was in 1937. I think in 1937 you were 15 percent more dependent on 
sugar than you are today. 

r. Surrey. Yes, sir. 

Mr. Drxon. You will recall when a certain member of our committee 
met with the cabinet members and financiers in the Dominican Repub- 
lic, when at least one or two of us expressed regret at the wages that 
were being paid to the workers in sugar, we asked the question, if and 
when the Dominican Republic received a greater quota or better prices, 
these benefits would filter down to help the poor people who work in 
the fields? We made no promises. 

What is your answer to that now? 

Mr. Surrey. Let me first state what the general wage scale is now 
within the sugar industry. The worker in the factory, the worker on 
the railroad, that is, the sugar railroad, on the sugar harbor, loading, 
they receive today approximately $2.50 up per day. Let me say in 
connection with this group that the wage goes up over $5 with respect 
to depending on the type of work it is. 

Another group of workers in the sugar industry are those who plant 
the sugar. They receive $2.50 to $3 per day. 

The cane cutters are paid on a piece basis. I would say their aver- 
age wage today is about $1.50 to $2 per day. 

In addition to this, there are certain other benefits that go to all of 
these employees. 

The Dominican Republic has what was called by one Congressman 
a model labor law. It is not merely one on the pare but one which is 
enforced. 

A worker gets free medical care, free hospital care, free medicine, 
pensions, severance pay, disability payment, payment to widows and 
children and vacation pay. So that there are considerable additional 
benefits to the worker in addition to the wage scale. 

You will also have to consider the wage scale in the light of the 
standard of living, the cost of living that exists in the Dominican 
Republic. 

Returnine to your specific question, Dr. Dixon, whenever there is an 
increase in the return of money earned on sugar, wages are increased 
and will be increased. 

Remember that one of the fundamental policies of the Dominican 
Republic is to raise the standard of living. When a slight increase 
was given previously to the Dominican Republic on its quota the 
workers got a good part of the benefit of that. 

The Dominican Republic Government assures me that—it is a guar- 
antee—-with respect to any quota that is now given over the previous 
quota—— ; 
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Mr. Dixon. You have an official guarantee? 

Mr. Surrey. The Dominican Republic has an official policy and has 
advised me that they would do so without any doubt, because that is the 
policy of the Government and required under the law. 

Mr. Dixon. Thank you. 

Mr. Fernos-Isern. I see that in your chart No. 2 you put together 
all offshore areas, whether they are domestic or foreign. 

Mr. Surrey. That is correct. 

Mr. Fernés-Isern. The purpose is now to say that all offshore areas 
should be treated alike? 

Mr. Surrey. No, sir; we are not saying that. We realize the domes- 
tic offshore areas fall within domestic allocations. What we are 
dealing with here would be the Caribbean sugar bowl, and Mexico, 
Peru, Salvador. et cetera. 

Mr. Ferrnos-Isern. In the Caribbean you have both foreign and 
domestic. 

Mr. Scrrey. That is correct. 

Mr. Frrnés-Isern. It is not exact to speak of Puerto Rico sugar 
as export to the United States, because it is not export. 

Mr. Surrey. That is correct. 

Mr. Fernés-Isern. It is domestic commerce. 

Mr. Surrey. We only did that to show from the point of view of 
that area, which is the sugar area, what happens to the sugar in terms 
of the United States. 

Mr. Fernés-Isern. It is a geographical basis and not political or 
otherwise ¢ 

Mr. Surrey. That is correct, sir. 

Mr. Fernés-Istrn. Thank you. 

Mr. Anrvuso. Mr. Surrey, | believe that you presented your case 
not like an advocate, but like a judge in a very fair manner. It isa 
fact that your world market has decreased; is that not right? 

Mr. Surrey. Yes. 

Mr. Anruso. And because of that fact you are asking for con- 
sideration in the event that we amend this act; is that correct ? 

Mr. Surrey. That is partially correct, sir. I would say that we 
would in any event, because we have always been treated inequitably 
in the United States market, but in addition to the problem it be- 
comes much more serious than would otherwise be the case because of 
the contracting world market. 

Mr. Anrvuso. In spite of the fact that your world market has de- 
creased you have never made any attempt to deal with Communist 
Russia; 1s that not a fact ? 

Mr. Surrey. Yes, sir. 

Mr. Hagen. Of course, implicit in the argument that the Cuban 
Government made about communism is the consideration of how much 
of this sugar dollar gets down to the masses, so to speak, the ones that 
are facing poverty and would be subject to Communist propaganda, 
redid 

How much of this sugar dollar in the Dominican Republic goes per- 
uae to the working people and the working people on the 

arm 

Mr. Surrey. I would like to furnish that to you specifically so that 
it will be absolutely accurate. 

Mr. Hacen. Will you give that to the committee ? 














566 AMENDMENTS TO SUGAR ACT OF 1948 


Mr. Surrey. I will say that when there was a slight increase in the 
United States quota and better conditions, increased price in the world 
market, increases were given of about 30 percent. My estimate of the 
amount of the sugar dollar which goes down to the worker would be 
about 50 percent. 

Mr. Hagen. But if you have more complete figures I would like to 
have them. 

Mr. Surrey. That is within the correct range. I will give you the 
exact figures. 

Mr. Hagen. I come from an area that grows a lot of fruit which is 
canned, I have received letters of objection to any change in the 
sugar law on the basis of this export argument. Inasmuch as a can 
of peaches, for example, costs about 50 cents, I presume that the sugar- 
cane workers and the railroad workers, et cetera, buy almost no 
peaches, that is, canned peaches? 

Mr. Surrey. I do not know about canned peaches, sir, but you will 
find canned fruits from the United States in Dominican shops. 

Mr. Hacen. Who buys them? 

Mr. Surrey. Well, first, when you are dealing or when you refer to 
the cane cutter, let us refer to the agricultural worker in the more 

rosperous valleys of the Dominican Republic. Let us refer to the 
mdustrial workers. Let us refer to the white-collar workers. They 
can afford to buy them. 

Mr. Hagen. It is my impression that regardless of Libby, or what 
their opinion is, that most of this export that we talk about is indus- 
trial export. It is not agricultural. I mean the agricultural items 
that would be purchased in Cuba would remain fairly stable, for 
example, camila of whether their shipments to the United States 
remained stable, went down a little, or up a little, those are basic 
necessities. It would be my impression that in the luxury class, 
perhaps, automobiles—— 

Mr. Surrey. No, no. 

Mr. Hagen. It might make a difference. 

Mr. Surrey. The Dominican Republic buys a considerable amount 
of agricultural commodities from the United States. Wheat, for 
example, and cotton are imported from the United States. 

Mr. Hacen. I would assume, however, that your purchases would be 
about the same whether or not your quota was increased in that field 
of consumption. 

Mr. Surrey. Not necessarily, sir, because if you raise the standard 
of living you will increase the demand for those items. The diet will 
increase and the requirements for those basic commodities will also 
increase. 

You will also have an opportunity of increasing the luxury com- 
modities that you are referring to in terms of your canned fruits. 

Mr. Hagen. That is all. 

Mr. Poace. It occurred to me that if you follow the philosophy that 
the gentleman from California suggested that we should be very care- 
ful to get all of our sugar from, I believe, Australia and Canada, which 
have probably the highest incomes outside of the United States, and 
we should not buy any sugar from any of the countries to the south 
of us, because their incomes are relatively low per capita and, there- 
fore, they could not provide as good a market for us—they do not have 
the buying power per capita that the people who have a higher income 
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have, and we should buy only from people who have the highest 
possible income, 

Is that not exactly where that would lead us? We would never 
increase the standard of living of anyone, anywhere. We would con- 
fine ourselves to trading only with the rich, because they are the only 
people who can, at the present time, buy our luxury products and we 
would, therefore, never increase the market for our goods in the less 
developed nations. 

It seems to me that we have built a great market. The United 
States has become a great supplier by trying to supply lot of people 
rather than by trying to get the price so high that we dealt only with 
the richest. 

Mr. Surrey. That is absolutely correct, sir. If your sugar policy 
were to be determined solely and entirely on the export requirements 
of the United States producers then what you say is correct. 

I think this export question is only a little factor in the total sugar 
problem, and a very small factor. 

What I was saying in the beginning is that the considerable amount 
of discussion that has been had before this committee in consideration 
of this legislation at this time and previously to raise the quota of 
any one foreign country, because we will buy more, does not have 
any real meaning. 

Mr. Poace. If we follow that line of reasoning and apply it domes- 
tically, should not we eliminate Puerto Rico entirely as a source of 
sugar and give it to Hawaii, because it has undoubtedly a higher per 
capita purchasing power ? 

Ve could keep Puerto Rico in poverty by never letting them grow 
anything that they could sell. And we can increase the prosperity 
of Hawaii. And Hawaii will buy more of the luxury items than 
Puerto Rico. 

Is that not where we would lead with that sort of philosophy ? 

Mr. Hagen. We should establish which countries are going to get 
the widest possible distribution of income, so that there will be some 
assurance that this argument on export trade has some meaning. 
That is my point. 

Mr. Poacn. Has it not been proven true in the Dominican Republic, 
in Cuba, in every other country of the world, including the United 
States, that as your income goes up, your purchasing power goes up? 
It is only when you are able to sell something at a profit that you are 
able to buy anything, whether it is beans or canned peaches? 

Mr. Surrey. That is correct. 

Mr. Haagen. If it merely enables a few people to go to the Riviera, 
the benefits mean very little. 

Mr. Surrey. he Dumiaicen Republic does not have to go there. 

Mr. Poacsr. My people are not all able to eat your 50-cent canned 

aches, but they eat a lot of dried apricots, and more eat your dried 
are California sells us a lot of things that do not go into 50-cent 
cans. 

Mr. Surrey. What I was saying to Mr. Hagen was that when you 
consider—I will submit to the committee the exact figure—50 percent 
of the sugar dollar is spread down through the workers in the field, 
it increases your whole economic activity. They buy from other 


people. 
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All I was saying is that in answer to his specific question, the sugar 
dollar is spread down among the total economy and economic groups 
in the country. 

Mr. Poace. Are there any other questions? 

Mr. McIntire. There was one reference made—I think it has been 
made more than once—of the decreasing world market for sugar. 

Am I to understand that there is a decrease in the world volume- 
wise? It seemed to me that there was an increase in the use of sugar 
by reason of the population expansion, not only in the United States, 
but outside. 

Mr. Surrey. There is an increased consumption of sugar. At the 
same time, more countries are producing indigenously their own sugar 
to meet those demands. 

Mr. McIntire. Then your reference to a decreasing world market 
deals with the fact that more countries are producing their own 
needs or are imposing regulations internally or externally as to ex- 
ternal trade that narrows the available market for the sugar which is 
outside of those various legislative entities ? 

Mr. Surrey. That is correct. 

For example, in 1952 the world market; that is, the market for the 
exporting countries, the free world market, was 5 million metric tons. 

In 1953 that went down to 4.90 million tons. 

In 1954, 4.33 million tons. 

That does not mean that the consumption was decreasing, but rather 
that the availability of the “no home market,” as it has been called, 
the availability for marketing in the free world market, to sell that 
sugar, has been decreasing. 

Mr. Warts. I want to compliment you on your fine statement. 

As I understand the position of the Dominican Republic, you feel 
that it is the business of this country how it deals between its do- 
mestic producers and the nondomestic producers. Your Government 
does not have any thoughts along that line. You want to leave it 
up to the committee. 

Mr. Surrey. That is correct, sir. 

Mr. Warts. Your complaint, as I understand it, is that you feel 
your country has been mistreated in the allocation of nondomestic 


nee. 
r. Surrey. That is correct. 

Mr. Warts. And it is your theory that in making a new allocation, 
that the percentage of sugar that the Dominican Republic and other 
nondomestic producers should have, should bear the same relation- 
ship that the total exports of sugar amount to in the world 

Mr. Surrey. That is correct. 

Mr. Warrs. In other words, if you are exporting 5 percent of sugar 
in the world, that your quota to the United States should be 5 percent ; 
if it is 50 percent, it should be 50 percent to the United States? 

I assume that these tables 1 to 5 have been worked out on that 
theory ? 

Mr. Surrey. That is correct. 

Mr. Warts. Assuming a number of different situations that the com- 
mittee could adopt ? 

Mr. Surrey. That is correct. 

Also they take into account, in one way or another, that you may 
want to do something different with respect to Cuba, in order to take 
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care of a special situation. Some of them do it for all foreign pro- 
ducers. Some make a special system for Cuba. We are not rec- 
ommending any of them. We are merely pointing out how our 
formula generally would work out in the event—which we hope you 
will—that you will apply our formula. 7 i 

Mr. Warrs. I further assume that it was your position that it is not 
too important from the standpoint of our own exports as to whom 
we purchase the sugar from, because wherever the dollars might be, 
in whatever country they might find a roosting place, they will come 
back in the form of exports from this country to that particular 
country ? 

Mr. Surrey. That is correct, sir. ina : 

Mr. Warts. You feel that if the Dominican Republic’s quota was 
raised and Cuba’s quota was lowered, that those same dollars that 
formerly were going to Cuba would come back to the United States— 
would go then to the Dominican Republic and then come back? 

Mr. Surrey. They will always end up in the United States. 

Mr. Poage. Thank you very much, Mr. Surrey. 

We very much appreciate your statement. 

Mr. Surrey. Thank you. 

Mr. Poacr. We have five more witnesses listed this morning. 

Is Mr. Parker present; Mr. William Chapman present? 

(No response. ) 

(Without objection Mr. Chapman’s statement was made a part of 
the record :) 

Barry-WEHMILLER Export Sates Co., 
SUBSIDIARY OF WEHMILLER MACHINERY Co., 
St. Louis, Mo., June 24, 1955. 
Hon. Harorp D. Coorey, 
Chairman, House Agricultural Committee, 
New House Office Building, Washington, D. C. 

My Dear ConcressMAN: This will acknowledge your wire of June 22 inform- 
ing me that I am to appear at the sugar hearing on Monday, June 27. This is 
to confirm that I plan to be at the New House Office Building at 10 o’clock, 
Monday, June 27. 

If H. R. 5406 is enacted into a law, it will have a serious impact on our 
business done with Cuba. We manufacture and sell custom-made bottle 
washers, pasteurizers, labelers, and bottle-conveying equipment for the brewery 
and rum business. Cuba has been a very important source of business for this 
company for over 30 years. Due to the nature of the type of equipment we make 


we would be one of the first to suffer by any reversal of economic conditions of 
that country. 

During the last 12 months we have done approximately a million dollars worth 
of business with Cuba alone, which represents approximately 20 percent of our 
total business. H. R. 5406 will have the effect of reducing the exports of Cuba 
to this country very substantially, and, therefore, the available dollars they 
will have to spend with the various industries in the United States will be con- 
siderably less. 

I strongly recommend the committee oppose H. R. 5406 due to the unfavorable 
effect it would have on the economy of Cuba and the industries in the United 
States who export to Cuba. 

Very truly yours, 
Wititlam A. CHAPMAN, 
Vice President and Treasurer. 


65704—55——-387 
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Mr. Poage. Is Mr. Robert Reiter present ? 

(No response.) 

Mr. Poser. Is Mr. Henry Weaver present? 

(No response. ) 

(Without objection Mr. Weaver’s statement was made a part of 
the record :) 


STATEMENT OF Henry B. WEAVER, JR., ON BEHALF OF PHILCO Corp. 


My name is Henry B. Weaver, Jr. I am a Washington attorney and have 
represented Phileo Corp. in Washington for the past 20 years, Philco has 
requested me to submit this statement in opposition to H. R. 5406 and any similar 
proposals to reduce the amount of sugar Cuba may sell to the United States under 
existing quota laws. 

Philco’s interest in the matter arises from the following facts. Philco manu- 
factures and sells radios, television sets, refrigerators, home freezers, stoves, and 
other commodities. Through Philco International Corp, it sells these products 
abroad in large quantities. In this export business one of its best customers is 
Cuba. 

The Cuban economy, the health of which is directly determinative of the ability 
to purchase Philco’s products, is dependent upon sugar exports. Indeed, sugar 
comprises over 75 percent of Cuba’s exports to the United States, and is therefore 
the principal source of dollars with which it can purchase American products. 

Philco has learned through its regular business contacts and by personal visits 
to Cuba on the part of its own officials that any further limitation of Cuba’s 
exports of sugar to the United States would spell disaster for the Cuban economy, 
which is already under strain largely owing to past reductions, 

For many years Cuba supplied about 50 percent of United States sugar con- 
sumption. Under present restrictions it can supply only about 32 percent, with 
the result that last year Cuba sold us a million tons less than it did 30 years 
ago. Nevertheless, domestic producers are campaigning to reduce Cuba’s existing 
quota and enlarge their own which must be heavily subsidized by the American 
taxpayer. 

Thus this drive, if it succeeds, will be doubly costly to the United States. It 
will reduce the buying power of the country which is our third best per capita 
customer, and will simultaneously increase our tax burden. It will also have 
one other deleterious effect. 

Already, Cubans are expressing resentment of the effort to reduce their quota. 
Unquestionably, if that effort succeeds, the inevitable damage to the Cuban 
economy will multiply that resentment and fan it into the kind of anti-American 
feeling which the Communists have successfully exploited elsewhere. 

In brief, the proposal embodied in H. R. 5406 is bad economics and bad states- 
manship. 


Mr. Poaae. I think, under the circumstances, we can announce that 
the hearings will be suspended until such day next week as Chairman 
Cooley announces. 

The committee will stand adjourned, 

(Whereupon, at 12: 15 p. m., June 29, 1955, the committee adjourned 
subject to recall by the Chair.) 
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WEDNESDAY, JULY 6, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met pursuant to recess, at 10 a. m. in room 1310, New 
House Office Building, Hon. Harold D. Cooley (chairman) presiding. 

The Cuarman. The committee will be in order. 

I had called an executive session at 10 o’clock this morning, because 
we have some matters that this committee should consider in executive 
session, and I called an open session for 10: 30, I think, but with the 
permission of the committee we will reverse that order and we will have 
the open session now. 

We have the Under Secretary of the Department of Agriculture 
with us, Mr. Morse, as well as Mr. Myers. We will hear from them 
further on sugar legislation, and then we will try to go into executive 
session as soon as we conclude with their testimony. 

Let me ask, are there any other witnesses present who desire to be 
heard today on this sugar legislation? Tomorrow morning we will 
hear the authors of the bills now pending before the committee. 
Since there is no one here who desires to be heard, we will now hear 
from Mr. Morse of the Department of Agriculture. 

Do I understand that you have a short, prepared statement that you 
would like to present, and then to be questioned further about the 
legislation ¢ 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY LAWRENCE MYERS, SUGAR 
DIVISION, UNITED STATES DEPARTMENT OF AGRICULTURE 


: -~ Morse. Yes, sir. We have a statement here explaining H. R. 
030. 

The CHarrman. For the benefit of the committee that is the bill 
that I introduced which contains the recommendation of the Depart- 
ment; is it not? 

Mr. Morse. Yes, sir. 

The CuarrMan. You may proceed. 

Mr. Morsg. H. R. 7030 incorporates the changes suggested by the 
executive department to H. R. 5406 and similar bills for amending and 
extending the Sugar Act. 

H. R. 7030 consists of 16 sections. The first four sections amend 
definitions in the Sugar Act. Sections 5 and 9, inclusive, amend the 
quota provisions ; sections 10 and 11 amend administrative provisions; 
and the last 5 sections provide for a 6-year extension of the Sugar Act 
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and an extension and amendment of the sugar-tax provisions of the 
Internal Revenue Code. 

_ Sections 1 and 2 amend the definitions of raw and direct-consump- 
tion sugars in 2 respects: they provide for a dividing line between the 
2 categories on the basis of polarization and purity, and they provide 
that liquid sugar may be classified as either raw or direct-consumption 
sugar depending upon its purity and use. The revisions concerning 
liquid sugar would not, however, apply to liquid sugar imported from 
foreign countries having liquid-sugar quotas under the act. For prac- 
tical purposes, therefore, the revisions with respect to liquid sugar 
a pply to that from offshore domestic areas. 

he purpose of these amendments to the definitions of raw and 
direct-consumption sugar is to give clear authorization for the policies 
and actions that have 8 found necessary administratively in carry- 
ing out the obvious intent of the Sugar Act. As pointed out earlier, 
the act, as now written, specifically differentiates between raw and 
direct-consumption sugar on a use basis, although a quality differen- 
tiation is apparent ast clearly implied by requirements that the sugar 
is, or not, “to be further refined or improved in quality.” 

Throughout the administration of the act it has ‘i necessary to 
hold that sugars of certain qualities are direct consumption sugars 
and that slight additional improvements or changes in form do not 
constitute “further refinement or improvement in quality” as speci- 
fied in the act. Although the Department considers its actions to 
have been sound and proper, it is not desirable to have such important 
actions based on implied authority. Until this authority is spelled 
out our sugar industry will not be able to rely upon its continued and 
consistent application. 

As your committee has observed, there are differences of opinion 
within the domestic su pp varea, 5 industry with respect to the revi- 
sions of these definitions. As to dry crystalline sugar, the major dif- 
ferences concern polarizations. Most of the large bone char refineries 
prefer that any sugar polarizing above 98.5° considered direct- 
consumption sugar. Some refineries apparmily would be satisfied 
if the dividing line were set at 98.8° and others would prefer 99.0°. 
Still others have testified that they are ppecees to an dividing line, 
and some have added that they wish no change from the present defi- 
nition. In considering these views, it should be kept in mind that in 
administering the act the Department has always presumed that cer- 
tain sugars are of a quality that requires them to be classified as direct- 
consumption sugars regardless of the use to which they are put. 

The definition that has been proposed attempts to reconcile the 
different views of the refining industry. Since the industry is still 
divided, however, this committee may prefer not to take definitive 
action. In that case it will be adequate from the standpoint of the 
Department if Congress authorizes the Department to make such 
determinations. Language to accomplish this has been drafted if 
the committee desires it. 

As to liquid sugar from offshore domestic areas, the act at present 
is confusing if not contradictory. Under the present definitions vo 
sugar may be classified as raw sugar only if it is to be used to produce 
dry crystalline sugar and liquid sugar is not included within the 
definition of direct-consumption sugar. Nevertheless, the act defines 
liquid sugar to include sugars principally not of crystalline structure 
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which either contain 6 percent or less soluble nonsugar solids or are 
used to produce such product. Although no liquid sugar quotas are 
established in the act for the offshore domestic areas, section 210 (b) 
requires that liquid sugar from domestic areas be included in deter- 
minations or requirements for the continental United States under 
section 201 and for Puerto Rico and Hawaii under section 203. _ 

In response to an inquiry from the industry, the Sugar Division 
ruled in 1940 that liquid sugar shipped in from Puerto Rico would 
be charged to the Puerto Rican raw quota if it were for further re- 
fining and that it would be charged to the direct-consumption portion 
of the quota if it were to be consumed without further refining. In 
1953, again in response to an industry request, the matter was re- 
examined and it was decided that as the act is written Puerto Rican 
liquid sugar could be charged only to the raw quota. Although the 
latter ruling may be technically correct, it would do violence to the 
obvious intent of the Sugar Act. 

Moreover, the earlier ruling was in effect and depended upon by the 
industry for a number of years during which time the Sugar Act was 
repeatedly before Congress for extension and amendment. In view of 
these facts, the Sugar Division recalled its more recent ruling and the 
matter has been held in abeyance until it could be submitted to Con- 
gress. 
~ The proposed amendments to the definitions of raw and direct-con- 
sumption sugar would enable the Department to continue to follow the 
principle that it adopted in 1940. Thus liquid sugar from offshore 
domestic areas could be either raw sugar or direct-consumption sugar, 
depending upon its quality and use. Some of the mainland refiners 
wish all hquid sugar from offshore areas to be excluded. Some of the 
Puerto Rican industry have argued for no restrictions. The Depart- 
ment believes that it would be unwise to treat liquid sugar differently 
from crystalline sugar. This matter should be considered entirely 
apart from the issue of the size of the quotas for the offshore domestic 
areas or of the direct-consumption portions thereof. 

Section 3 amends the definition of the term “total sugar content” by 
eliminating the parenthetical word “Clerget” which refers to one of 
the methods of making sucrose tests. The elimination of this word 
will permit the use of newer and more accurate methods now available. 

Section 4 amends section 101 of the act by defining the term “to be 
further refined or improved in quality.” The proposed definition is 
substantially the one submitted by the industry task force with author- 
ization for the Secretary to determine whether the processes to which 
sugar is subjected meet the requirements of the definition. 

Section 5 amends section 202 (a) of the act by providing that be- 
ginning in the calendar year 1956 the domestic areas would receive 
55 percent of the amount by which our total requirements exceed 8,350,- 
000 short tons, raw value. This section also provides a priority system 
recommended by the domestic producers group except for the Puerto 
Rican representative. 

Section 6 amends section 202 (c) of the act with respect to quotas 
for foreign countries other than the Republic of the Philippines. In 
substance it provides for a revision beginning in 1957 of the sharing 
of future quota increases between Cuba and the full-duty countries. 
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Section 7 amends section 204 (a) of the act by accepting in substance 
the revisions as to deficit reallocations set forth in H. R. 5406 and 
similar bills. 

Section 8 amends section 207 (a) and section 207 (b) covering the 
direct-consumption portion of the quotas for the offshore domestic 
areas in the manner provided for in H. R. 5406 and corresponding bills. 
As already noted, we are glad that these revisions will permit some 
increase in the direct-consumption portions of quotas for the offshore 
domestic areas. 

Section 9 amends section 207 (h) of the act covering the direct- 
consumption portion of the quota for full-duty countries. In view of 
the overall limitation placed on the direct-consumption portion of such 
quotas it is necessary to provide for an equitable proration of the di- 
rect-consumption portion when the total quotas are significantly in- 
creased. 

Section 10 amends section 407 of the act. This amendment will have 
the practical effect of permitting the employment of State, county, 
and community committees of persons who own stock in a sugar com- 
pany or who are members of a cooperative mill. 

Section 11 will amend the Sugar Act so as to enable the Secretary 
te abide by the terms of the International Sugar Agreement in estab- 
lishing quotas for foreign countries. 

Section 12 extends the Sugar Act from December 31, 1956, to De- 
cember 31, 1962; and section 13 extends the period of the processin 
tax on sugar under the Internal Revenue Code from June 30, 1957, 
to June 30, 1963. 

Section 14 amends the Internal Revenue Code in a manner com- 
parable with the amendment made to the Sugar Act under section 
3 and also is to permit the use of modern, accurate methods in making 
sugar determinations. 

Section 15 amends the Internal Revenue Code by making the import 
compensating tax subject to refund when such sugar is used in live- 
stock feed or for distillation into alcohol. At present the processing 
tax is subject to refund when the sugar is so used but the import com- 
pensating tax is not. It seems sound and desirable to eliminate this 
inconsistency. 

Section 16 provides that the amendments shall become effective on 
January 1, 1956, and as to determinations applicable to the calendar 
year 1956. 

The Cuatrman. Mr. Morse, do you have some other recommenda- 
tions with reference to sections 1, 2, and 4, with reference to the terms 
“raw sugar” and “direct-consumption sugar ?” 

Mr. Morse. Yes, sir. These would be alternate in the event the 
committee would desire to consider something in contrast to what is 
incorporated in this bill H. R. 7030. I would be glad to submit those 
for the record, for the committee’s use. 

The Carman. Will you discuss those briefly ? 

Mr. Morse. All right. Suppose I read this one-page statement. 

The Cuatrman. Yes, sir. 
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Mr. Morse (reading) : 


Alternate sections 1, 2, and 4: Be it enacted by the Senate and House of Rep- 
resentatives of the United States of America in Congress assembled, That section 
101 (d) of the Sugar Act of 1948, as amended, is amended to read as follows: 

“(d) The term ‘raw sugar’ means any sugars (exclusive of liquid sugar from 
foreign countries having liquid sugar quotas), whether or not principally of 
crystalline structure, which are to be further refined or improved in quality.” 

Sec, 2. Section 101 (c) of such Act is amended to read as follows: 

“(e) The term ‘direct-consumption sugar’ means any sugars (exclusive of 
liquid sugar from foreign countries having liquid sugar quotas), whether or 
not principally of crystalline structure, which are not to be refined or improved 
in quality.” 

Sec. 4. Section 101 of such Act is amended by adding at the end thereof a new 
paragraph to read as follows: 

“(n) The term ‘to be further refined or improved in quality’ means to be 
subjected substantially to the processes of (1) affination or defecation, (2) 
clarification, and (3) further purification by adsorption or crystallization. The 
Secretary is authorized, in accordance with findings based on public hearings, 
to determine whether specific processes to which sugars are subjected are 
sufficient to meet the requirements of this paragraph (n) and whether sugars 
of specific qualities are raw sugar within the meaning of paragraph (d) of this 
section, or direct-consumption sugar within the meaning of paragraph (e) of 
this section.” 

Mr. Chairman, in essence if the committee desires that these de- 
terminations rather than being spelled out in the act should be made 
from time to time by the Secretary after hearings and other appro- 
priate procedure, this alternate would be in that direction, in other 
words, it gives administrative authority to the Secretary to work 
out from time to time certain items that otherwise are incorporated 
in H. R. 7030. 

The CHarrman. Well, now, for our edification will you explain 
“affination” and “defecation ?” 

Mr. Morse, I will refer that to the technician. 

The Cuarrman. What is it all about, Mr. Myers? I am sure you 
put that in there. 

Mr. Myers. Let me say that the technologists put it in. I have 
asked them so many times to please pets these terms. I shall try, 
but I hope that some of them are around and will check me if I err. 

“Affination,” as I understand it, is a big word meaning “washing,” 
merely washing the molasses off of the outside of the crystal. 

The Cuatrrman. When you are taking a bath you are just “affi- 
nating”? [Laughter. | 

Mr. Myers. That is my understanding of what the chemists are 
talking about. 

Now, “defecation” does a more thorough job. That is using lime, 
I believe, ordinarily, and it is a further cleaning job. 

“Clarification” is obvious and is used in its usual sense. 

“Purification by adsorption” or “crystallization” is a further puri- 
fication as implied. The adsorption being to take the dirt off onto 
the outside of the absorpent, but the outside, as the chemist views it, 
also seems to mean the inside. So it is a very complicated process. 

“Crystallization” is simply what we think of when water is turned 
into snowflakes, but it seems to have the ability to throw off the non- 
sugar material. 

If any of the chemists present would like to elaborate on that dis- 
cussion of the technical terms, I shall be very glad to have their help. 
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The Cuarrman. Mr. Secretary, which would you prefer, to leave the 
matter within the discretion of the Secretary or do you prefer writing 
it into the law definitely ¢ 

Mr. Morse. After discussions with Mr. Myers and others, we would 
say that we do not have a strong preference. If we expressed a prefer- 
ence, probably this alternate language would give us more flexibility 
in dealing with changes in the sugar industry. 

The Caarrman. I wish you would not use that word around here. 
[Laughter. ] 

If you can find some other word, I think it would be more popular 
with this committee than that word. 

You would prefer, then, for us to follow your recommendations in 
this memorandum marked “Alternate sections 1, 2, and 4”? 

Mr. Morse. Yes, sir; although, as I say, we do not have strong con- 
victions. We could operate with either. 

The ee Is this a controversial matter within the industry 
or not ‘ 

Mr. Morse. It apparently is, I am told. You may want to look at 
the testimony from the industry on the subject. 

The Cuarrman. My recollection of it is that our record is somewhat 
confused. I am not clear as to what the record does show with regard 
to these definitions. I do recall there is a lot of testimony regarding 
the definitions. 

Mr. Morse. Yes, sir. 

The Cuarrman. Could you tell us, either you or Mr. Myers, what 
is the controversy and what are the objections to what you are recom- 
mending here, that is, what you understand them to be? 

Mr. Myers. Mr. Chairman, I might say for the information of the 
committee that when it became evident that our definitions needed re- 
vision we called together the industry and appointed a task force of 
the industry to review our definitions and to give us recommendations. 

The task force worked for a number of months and finally submitted 
a report which contained a number of divergent views. We submitted 
to them then in preparation for review by this committee two alterna- 
tive proposals. 

One was the language that is contained in this alternative submitted 
by Mr. Morse this morning. The other was the alternative that is in 
your bill, H. R. 7030. The refiners suggested that we utilize the lan- 
guage in H. R. 7030. So we took that alternative. 

However, I observed in their testimony the other day that they are 
still so far apart that you have a very inadequate record for making 
a decision. Maybe your committee will wish to make a decision despite 
the state of your record, but it does show a great divergence of views 
within the refining industry, and I would think in a situation in which 

ou are making a definitive determination you would want more ob- 
jective and factual information. 

Mr. Horr. May I ask a question right there? 

The Cuarrman, Yes. 

Mr. Hope. I assume you regard these changes as of some importance, 
but how important are they! If the committee is going to deal with 


the subject and deal with it with any understanding of what it is 


doing, we are all going to have to become sugar experts here to know 
what we are doing. 
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This is a bill that if we are going to enact it during this session 
of Congress, will have to be cement by the committee in the near 
future. We have gotten along here now for several years under the 
existing language in the law. I am wondering why it is necessary to 
make these changes at this time. 

Mr. Myers. Congressman Hope, I think that is a question that in- 
evitably comes to one’s mind, why is it necessary after a lapse of 21 

ears. 
Let me say that we have been besieged in the past 2 years—since your 
committee last acted in 1951—for higher and higher polarizing sugar 
to be used as a raw material by refineries. We have had a number of 
requests to permit sugars which we customarily and throughout the 
administration of the act have classified as “direct-consumption 
sugars,” to be imported and used as “raw sugars” by the refineries. 

We have even had a case, sir, within the past year of a refinery im- 

orting sugar polarizing 100 degrees and insisting that it be classi- 
ed as “raw sugar.” That we refused to do. 

We have maintained the position that we have followed throughout 
the administration of the act that these high quality sugars, washed 
raws, turbonados, and plantation whites are inherently direct-con- 
sumption sugars, but as we look over the act we wish that our author- 
ity to make such a determination were spelled out. It would not 
seem difficult for Congress to authorize the Secretary of Agriculture 
clearly to make such determinations, rather than to have the authority 
rest on such an implicit authority. Obviously we cannot carry out the 
act without taking some such actions as we have taken. 

Mr. Horr. Is this a new development in the sugar industry? I 
mean, are there new methods of processing that have brought this 
about? Why does the question seem to be important now when it has 
not been important over a long period of years ? 

Mr. Myers. It was raised, let me say, in the 1930’s, but was not 
pushed too hard. 

Recently with the changes in techniques in the raw mills as well as 
in the refining of sugar, the raw mills are tending to turn out a higher 
and higher polarizing sugar, even up to 99° sugar. 

Refineries, on the other hand—many of them at least—are preferring 
the higher polarizing sugars, because they have less work to do in the 
refining of them. Some of the refineries handling sugar in bulk say 
that they run better. They are easier to handle in bulk. 

The ion exchange process refiners say that they must have sugar 
polarizing at least 98.5°. Moreover, until recently the trade never 
paid a premium for raw sugars polarizing over 98°, but many pay such 
premiums now. 

So we have here changes in techniques of the industry. In the 
case of liquid sugar we have a very confused and unsatisfactory 
situation at present. And on this point, as a bureaucrat, I must humble 
myself to say that we, perhaps, are somewhat responsible for that. 
We had an interpretation of the Sugar Act put out in 1940 which held 
that the act said one thing. As we reviewed the situation in 1953 we 
came to the opposite conclusion as to what the act technically says. 

We think that if our recent interpretation is correct it will do 
violence to the obvious overall intent of the act and certainly it will 
change violently the method in which we have administered the act 
since 1940. 
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Mr. Horr. You feel very strongly then that this is a situation with 
which you have to deal and you are trying to deal with it under the 
present law and you feel you do not have the authority to deal with 
it adequately under that legislation. What you are seeking then is 
not necessarily anything new as far as subject matter is concerned, 
but rather you are seeking for authority to do what you are proceed- 
ing to do as best you can without having adequate authority ; is that it? 

Mr. Myers. That is substantially correct, Congressman Hope. We 
had thought if the refining industry, because they are the most con- 
cerned, could all get together and agree upon a definition, then your 
committee could specify that definition in the act and the situation 
would all be wrapped up. 

Now they have not been able to get together and, therefore, we are 
proposing the alternative language which will clearly give us the 
authority to act. Then we can go ahead and hold technical hearings 
on this rather involved subject. But our authority for doing so, and 
for making determinations, would not be subject to challenge. 

Mr. Horr. You do not think that this committee could act very 
intelligently upon the original provisions that we have been discussing 
here without having a lot more in the way of hearings and further 
study in the matter, do you? 

Mr. Myers. That is my conclusion after listening to the testimony 
that has been presented to this committee—that it is pretty confusing. 

Mr. Horr. So if we are going to deal with the subject at all at the 
present session of Congress within any reasonable time, we could deal 
with it only by adopting the alternative that you suggest; is that it? 

Mr. Myers. I would think that is correct, Congressman Hope. That 
action would not, as I say, change nagianntg significantly from what 
we have been doing in the past except that it would clarify our 
authority. 

The Cuarman. In the first statement presented by Mr. Morse I 
think it was suggested that the Secretary has been acting, but only with 
what is considered to be implied authority in the act. 

Mr. Myers. That is correct. 

The Cuarmman. If we give you this alternative you have definite 
authority to do what you think should be done? 

Mr. Myers. That is correct. 

The Cuatrman. Coming to the importance of it, who will be affected 
by these definitions and in what manner will they be affected 

Mr. Myers. Both the raw and refined industries would be affected, 
because we would come to a cutoff point and say as we have been 
saying that “Sugars that are characteristically of direct-consumption 
quality are Saee eerenetae gets, and even if a refiner wants to 
buy them and run them through his plant, they are still “direct-con- 
sumption sugars.” ; 

To that extent it would affect the offshore domestic and foreign 
raw industries as well as our mainland pene industries. 

The Cuamman. Do I understand that they bring in raw sugar but 


it is so near refined sugar or direct-consumption sugar that you must 
have some way of drawing a line between the two! 

Mr. Myers. That is correct. 

The Cuarmman. That is, the two types of sugar? 

Mr. Myers. That is absolutely correct. 
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The CHairman. How could anybody in the industry object to the 
line being drawn at the proper oleen! 

Mr. Myers. I do not think that there will be objection to the line 
being drawn at the proper place, sir; at least, there will not be serious 
objection. Of course, those who want to bring in 100° sugar for 
refining will learn they cannot do that, but I think the real difficulty 
is that the industry could not itself agree upon a polarization point 
or @ purity point that would be universally acceptable as a dividing 
line. 

The Cuatrman. Even if we give you the authority we are talking 
about here now you still contemplate having hearings within the 
industry before you make the determination ? 

Mr. Myers. That is correct, sir. — 

Mr. Morse. Right. 

The Cuarrman. What is the difference between the nontechnical 
term, between the definition now in the act and the proposed definition ? 

Mr. Myers. The major difference is that the definition in the act 
now says that direct-consumption sugar is sugar that is not to be 
further refined or improved in quality, that is, it enters consumption 
without further refinement or improvement in quality. That may, 
as a matter of fact, in some cases be what is normally of raw sugar 

uality. 
7 As oo probably know, your own tobacco industry and the meat- 
packing industry, use characteristically raw sugar without further 
refining in some of their processes. When they do that, that is direct- 
consumption sugar, but characteristically we think of direct-con- 
sumption sugar as refined sugar. 

Now, the act defines raw sugar as a sugar which is to be further 
refined or improved in quality. 

Then, as I say, you have to imply this matter of purity or polariza- 
tion as the dividing line, because what is further refining or improving 
in quality? The people who brought in 100° sugar tried to make 
a case that they were going to further improve it in quality. 

The Cuarrman. What about this polarization ; just what does that 
term mean in the sugar processing! 

Mr. Myers. Mr. Chairman, the term “polarization” comes from a 
method of testing for sucrose, one of the major sugars. And it comes 
from the turning of light in a polariscope, and by the degree to which 
the light is turned they determine the purity of the sucrose. It is ap- 
parently a very simple and expedient method for testing the bulk of 
our sugar, all of our dry sugar, in fact. 

en you come to the liquid sugars, there are invert sugars present, 
that is, sugars which turn light in the opposite direction and, therefore, 
the polariscope does not provide an adequate test for those sugars and, 
therefore, they have to be tested in terms of chemical purity. 

But both, in fact, are purity determinations, one being the simplified 
light method, and the other a more complicated chemical test. 

The Cuarrman. Are there any further questions for either witness 
with reference to the matters we are talking about? 

Mr. Hit. Yes; one question. 

Since there is objection, Mr. Myers, from some of the sugar re- 
finers and the sugar producers on whether we should act on this 


section, and since these definitions are so technical and complicated, 
would there be any feeling in the Department that you could not get 
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along without our going into this section and putting it in the bill, if 
we just left the whole thing out ? 

Mr. Myers. I am very glad you brought that point out, because 
certainly as to liquid sugar, we cannot continue to do what we have 
been doing over the years without some revision of these definitions. 
We have been acting probably contrary to the technical letter of the 
act. Certainly, we have been acting in accordance with the spirit and 
the intent of the act, but we do think that the act is technically faulty, 
and that it has been technically faulty throughout its life. 

Then you come to a point where the question is whether you have as 
much objection to clarifying the act—to giving us authority to go 
ahead and carry it out, as it needs to be carried out—as you would have 
to the act if we do not have such authority. 

_ In other words, I think as to liquid sugar we would be forced to 
change a policy we have followed since 1940. 

_ Mr. Hart. Is it your feeling that if we just left this out for the time 
being that you could come in within the next year or so with an amend- 
ment that the whole industry might agree upon? In other words, 
by means of pro in refining, and new methods of how to grade 
this sugar, that they would develop to such an extent that the whole 
group in the sugar industry might get together on it, in the next 6 
months or year or so, and then you would ask for a change on it? 

Mr. Myers. They have been working on this for the better part of 
a year now, and they have gotten just exactly nowhere. 

Unless the act is changed as to definitions, I think the refining in- 
dustry would he rather violently opposed to an extension of the act— 
facing, as I think they recognize they would have to face—changing 
the position that we have had in the past as to liquid sugar. I do 
not think that we can avoid the problem that we face today under 
these definitions. I do not believe, sir, that there is going to be serious 
objection within the industry, certainly not as much objection as they 
have voiced before this committee. There may be disappointment, 
but I doubt that there will be any serious objection to alternatives 1, 
2, and 4, as submitted this morning. 

There will be objection, probably, to any polarization or purity test 
that would be designated under H. R. 7030 as it is drafted. 

Mr. Morse. We would urge that the committee go on record in the 
manner which we have set forth. We think it would be a definite 
improvement over the present situation. 

Mr. Hm. If we could cover that in a good statement in the report, 
would that help? What I cannot see is why we should write basic 
legislation on this technical chemical matter, and then you find out in 
a few years that this is wrong, whereas if we just put it in the report— 
you have done pretty well in the past 20 years, keeping everyone satis- 
fied—that would be the way out on this whole technical matter. 

You get into difficulty if you write it in the basic law. You know 
that, because someone is going to come along and say that does not fit, 
that does not work here, and yet you say in the basic law you have got 
to make it work. 

That is what Mr. Myers has just said now. 

Mr. Morse. This alternate to sections 1, 2, and 4 would permit us 
to move with the development of the industry. 

Mr. Hit. Will the refiners go along on that? 

Mr. Myers. I think they will. 
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Mr. Morse. We would be able to have adequate hearings and work 
it out. The sugar industry has been quite effective in the past in get- 
ting into agreement in time on most issues. We would hope that the 
various sugar interests would come to a meeting of minds that we 
could go along with in such hearings. 

The Cuarrman. If you will yield; as I understand it, it became 
necessary for the Department to exercise some authority which the 
Department considered as an implied authority in the act to properly 
administer the act. 

Mr. Morse. Yes. 

The Cuamman. Whether we give you these alternates or not, it 
still would be necessary for you to do what you have been doing with 
some — as to your specific authority in the law. Is that right? 

Mr. Myrrrs. That is correct. 

Mr. Morse. That is what we are trying to clear up. 

The CHatrmaNn.-If it is necessary to have the authority, then I 
think it is entirely proper that you bring that to the committee so 
that we would authorize the Department to make these decisions, 
whether they are pleasing to all segments of the industry or not—they 
have to be made. 

I would like to ask 1 or 2 more questions here. 

I have a letter addressed to one of my colleagues who wanted me 
to ask this question : 

Would the Department of Agriculture be willing to give up the 
cost-of-living index factor in section 201 of the Sugar Act? 

That is from a man who is one of the consumers, a bottling com- 
pany. I do not know just what he has in mind, but I imagine that 
the cost-of-living index is a factor that is used by the Secretary in 
determining the price level. 

Mr. Myers. That is correct. 

Under section 201 of the act, the Secretary is required, among other 
things, to consider a price of sugar that would be in line with the 
cost-of-living index, or the consumer price index, in establishing the 
sugar requirements for the year. That is a mathematical formula set 
out in section 201 of the act. 

Today, and for a year or more in the past, that price would be al- 
most. exactly 10 cents per pound for refined sugar at wholesale in New 
York City. The actual price today is $8.55 per hundred. 

I might say that at the time the provision was written into the 
law, in the summer of 1947, it seemed like a very reasonable provision. 
It was taken, as a matter of fact, from a contract that the Commodity 
Credit Corporation had with the Cuban Sugar Stabilization Insti- 
tute for the purchase of sugar from Cuba. 

However, you will recall that following decontrol at the end of 
1947 prices of many commodities rose, and the consumer price index 
rose, whereas the sugar price in 1948 fell. 

We have never for 1 single day, from 1948 to the present, had the 
price of sugar as high as that formula price written out in section 201 
of the act. It has not been practically attainable. Today it would 
require an increase of $1.45 per hundred — roughly. 

he CuHarrman. You would require that if you went to the limit? 


Mr. Myers. If we went up to the limit indicated by the consumer 
price index. 
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The CHarman. You indicated that you are about 2 cents a pound 
below the limit that could be reached. 

Mr. Myers. $1.45 per hundred, say, in New York City. It would 
aha ei to 2 cents a pound below the limit on the Chicago basis, I 

elieve. 

Mr. Anrvso. I was asked the same question that you just asked 
of Mr. Myers. I would like to get it clear. 

Are you opposed to the use of the cost-of-living index ? 

Mr. Myers. No; I think the Department has never indicated any 
opposition to giving consideration to the index. I think it indicated 
it was in favor of the provision, as I recall, in 1947. I was out of 
the country at the time, so I do not recall exactly what the Depart- 
ment’s position was at that time. 

I would say that in the administration of the act since 1948 we have 
not attained that price level. 

Mr. AnFruso. Thank you. : 

Mr. Poace. You have the power, do you not, to reduce the price 
of sugar if you felt it advisable? 

Mr. Myers. We have the power to increase the supply, which auto- 
matically would bring a reduction in the price of sugar. 

The Crarrman. How does this section 201 averbily affect the 
bottlers or users of sugar? 

Mr. Myers. I think, sir, that the industrial users have felt that 
the provision indicated an attitude on the part of Congress as to 
_ the level that would be considered proper, and they do not like to 
think of a price as high as they now have. Therefore, they would 
dislike very much to think of one still higher. 

The Cuarmman. If you eliminated section 201, the cost-of-living 
index, that still weal not change the end result, would it? You 
would still have sugar at the same level you have it now. 

Mr. Myers. It would, but I think the industrial users feel that 
they would have eliminated this suggestion as to the Jevel that the 
Department should attain. 

The Cuarrman., I see. 

Mr. Myers. I think that is what they have in mind, but I would 
prefer to have them speak for themselves on the subject. 

The Cnuarrman. Unfortunately, this letter that I have was ad- 
dressed to one of my colleagues, and does not go into any detail at 
all. He just wanted me to ask the question whether you were willing 
to give it up or not. 

Why give up something that might be worthwhile in the future 
in determining the level beyond which sugar should not be permitted 
to go? That is just as much of a restriction on you, and a limita- 
tion on you, as the authority to fix the price; is it not? 
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Mr. Myers. It certainly indicates that the Congress feels that a 
price that makes sugar correspond with the general level of living 
cost should be considered by the Secretary along with the other factors 
set forth in section 201 when he determines the supply of sugar. 

The Cuarrman. Is the Secretary of Agriculture so restricted to the 
importation of sugar as to force the price beyond the level now fixed 
by law? If so, then the Secretary could be called to account for that. 
This would be a limitation, would it not, if he carried it beyond the 
cost-of-living index? If so, we could say, “Why, Congress author- 
ized you to go to this index indicated, and not beyond that.” 

Mr. Myers. That is correct; unless due consideration of the other 
factors in section 201 necessitated a higher price. 

The CHarrMan. It seems to me that if you give it up, you have no 
aan in the law and no yardstick to govern in the law that we 

assed. 
" Mr. Myers. There would be, as it stands, no yardstick. 

The CuarrMan. Let me ask you this; this may be a brutal, direct 
question : 

Do you feel that the bottlers, the users of industrial sugar, have 
any just complaint about the price level at which sugar is now selling? 
I can understand how they would want it cheaper. I mean, I would 
like to have your frank opinion about it. 

Mr. Myers. Of course, Mr. Chairman, you are asking me how I like 
the cake I helped to bake. 

However, we feel that we have maintained sugar prices at an 
equitable level, and a very stable level. 

Surely, industrial users, looking today at the world price of sugar, 
say, “Well, if we did not have the sugar program the price would be 
lower.’ 

You gentlemen remember very clearly that in the summer of 1951 
when we were last before you, if it had not been for the Sugar Act 
we would have had prices a great deal higher than they were. Now, 
industrial users today see a surplus of sugar in the world and lower 
world prices, and they might say “Why should be worry about con- 
trol measures and stability ae 

The CuarrMan. But in the event the price now prevailing were to 
be considered unreasonably high, the Secretary has plenty of power 
to bring it down, by bringing in imports? 

Mr. Morse. That is right. 

Mr. Myers. That is correct. 

Mr. Hore. Under this act, Mr. Myers, we have attained a great deal 
of stability in the price of sugar. Do you not think there is a great 
advantage to industrial users in knowing that they can count on 
stability of price? 
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Mr. Meyers. Yes. Asa matter of fact, a great many of them have 
expressed that to us, that, after all, they did like the stability of 
sugar prices over the past period of years. 

I think probably the suggestion for eliminating this cost-of-living 
reference is not so much a criticism of the actual level of prices, as 
perhaps a suggestion or a fear on the part of some that we might get 
om 2 and try to raise the price a cent or a cent and a half per 

ound. 
. Mr. Horr. Because I have not been able to attend all of these hear- 
ings, I do not know if it is in the record, but in the record of previous 
hearings there has been statistics showing the price of sugar to the 
consumers in the United States compared to other countries through- 
out the world. 

If they are not in these hearings, I would like to suggest that Mr. 
Myers give them to us. 

he CuHarrMAN. I am sure we have that in the record; do we not? 

Mr. Myers. You asked us to put them in the record. I have the 
tables here. 

The Catan. The retail price of sugar has been stabilized at 
about 10 cents, or just above? 

Mr. Myers. The retail price has been right at 10 cents for several 

ears. 

The Cuarrman. Straight across? 

Mr. Myers. Yes. 

Mr. Horr. You have the figures there before you. How do sugar 
prices in this country, that is, the price to the consumer, the industrial 
consumer and other consumers, compare with the prices to consumers 
in the other principal countries of the world ¢ 

Mr. Myers. By and large, sir, our prices are as low or lower than 
the prices in the bulk of the consuming countries, that is, the major 
consuming countries of the world. 

I will introduce a copy of this for the record, and I will hand up a 
copy to you, and you can see what these prices are in various countries. 

The HAIRMAN. That will be made a part of the record at this 
point. 
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(The tabulation is as follows :) 


Retail price of refined sugar in 63 Countries, March 1949, August 1952, January . 
1954, and January 1955 * 


[United States cents per pound] 














Country or area March 1949 | August 1952 | January 1954 | January 1955 
56.8 2134.7 3121.2 7121.2 
28.4 (3) (3) 
27.9 (3) (3) (4) 
25.1 (3) (3) (3) 
23. 2 (3) (3) (3) 
22. 3 (*) (8) (*) 
21.3 19.3 18.3 18.3 
‘nsiltietieaittinhai cin nikeiiteeaill 16.0 16. 4 20.3 
19.8 i) (3) (3) 
19.1 (3) (3) (3) 
19.0 () (3) (3) 
18.3 (3) (3) (3) 
18.0 (3) (3) (3) 
17.0 (3) (3) @® 
15.9 (3) () . 3 
15.9 16. 4 15.3 15.2 
15.4 (3) (3) 10. 4 
15.3 (3) (3) @) 
15.0 (3) (3) (3) 
15.0 (3) (®) @) 
14.6 11.8 11.7 11.3 
(3) ® 11.6 14.5 
(3) 14.5 14.3 14.3 
13. 6 @ () @) 
12.9 12.0 6.3 6.1 
LO) (®) @) 12.9 
12.8 10.9 9.8 9.7 
12.7 (3) (3) 7.7 
®) (3) (3) 11.4 
11.3 @) (3) @) 
11.3 11.5 9.7 9.8 
11.0 (3) @) ® 
11.0 14.0 14.0 14.0 
10.8 9.8 7.8 7.8 
10.3 0] @) (3) 
@) (3) 10.3 (?) 
10.3 (3) (3) @) 
@) @) @) 10.1 
10.0 ) 2) @) 
10.0 10.9 10.2 9.7 
9.5 10. 5 10.5 10.5 
@) (3) (’) 10.5 
9.4 () (@) @) 
() 11.8 10.4 9.2 
8.9 8.9 8.9 6.8 
8.8 @) () ) 
8.8 @) (3) (3) 
8.8 (3) (3) @) 
8.7 @) @) (3) 
3) 8.6 8.6 8.6 
8.4 7.0 8.6 8.9 
@) 7.5 8.2 8.2 
8.0 ®) @) @) 
6.2 5.8 5.8 5.8 
6.0 7.4 8.3 8.3 
@ () 6.8 6.0 
5.7 10. 4 8.5 7.4 
5.6 5.8 3.6 3.6 
Kenya (British East Afriea)................-... 5.5 (® @ () 
MGSR teks 465 nae ret< qe Shpe<biectonn 5.4 @) @) @) 
AT deride tnt comtaah sacdctaboabane ene 5.3 9.5 8.3 9.5 
Dicks dnd cnditheudtndcintanestbuseowd 4.6 4.6 5.8 6.5 
PO sa tied tebe Cch ah dndg an tekheadiances @) 4.7 3.8 3.8 


1 Ranked in decreasing magnitude as of March 1949. Where no March 1949 data are available, January 
1955 magnitudes were used as if they were March 1949 prices. 

2 Converted at the rate of 1 ruble equals 25 cents. 

* Figures not available. 


65704—55——38 
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The Carman. I would like to ask you this question, Mr. Myers: 
While the prices of sugar in the domestic market have been sta- 
‘bilized in recent years, the retail price being around 10 cents a pound, 
the fact remains that in 20 years the price of sugar has doubled; is 
that not about right? 

Mr. Myers. That is correct. From the low point of the 1930’s to 
date it has about doubled. 

The Cuatrman. Mr. Thompson wants to ask you a question, and 
then I would like to ask you a few more questions. 

Mr. Tuompson. Following the course we usually follow on sugar 
legislation, I get bogged down in these technical, complicated details, 
and lose sight of some of the fundamentals. 

If I understand it correctly, Mr. Secretary, much of the concern in 
the Department, and I know in Congress, is to have a reliable source of 
raw sugar in the event of an emergency or war. 

Looking at one of your tables, I notice that during the war vears, 
starting from 1941 and continuing until 1946, the raw-sugar consump- 
tion per capita in the United States fell off considerably. 

Do you happen to know whether that chart applies only to the per- 
sonal consumption of sugar, or does it include national Selenae uses ? 

Mr. Myers. It shows the total sugar available for rationing in this 
country. The defense needs—the needs for their personnel—had to be 
taken care of first. At that time there was quite a little bit of discus- 
sion about this problem. 

Let me say that up to 1942 our domestic mainland industry made a 
very great contribution to our supplies of sugar. Later, the Depart- 
ment, as a matter of policy, had to divert land in the West from sugar 
beets to other crops. Therefore, there was a falling off in our mainland 
production of sugar. 

I would like, for the record, to call attention to the fact that in 
1942—I am quite sure that was the peak year of the U-boat cam- 

aign—we had difficulty getting in sugar from Puerto Rico, and even 

om Cuba. Later, when the U-boat problem was dispensed with or 
reduced, we were able to get in our sugar from Cuba and Puerto Rico, 
and we could let down our mainland production. 

So I do not think that the charges that our mainland area failed to 
produce is very pertinent to that wartime experience. We had to 
manage the production of — and other crops, recognizing U-boat 
activities ohh many other problems. 

Mr. Tompson. I have not asked any question about that. 

Mr. Myers. I wanted to clear up the record on that point, because 
there had been quite a lot of discusion and misunderstanding of the 
wartime programs and problems on sugar. 

Mr. Txuompson. Did cane production fall off in the United States 
during that period ? 

Mr. Myers. Not appreciably, as I recall, not at all. I do not re- 
member the exact figures, but any reduction was not significant, 
certainly. 

Mr. Pcenenon, The falling off was in beets? 

Mr. Myers. Where we needed the land for other crops. 

Mr. Fernoés-Isern. Mr. Chairman, I would like to ask a few ques- 
tions. 

The Cuatrman. You may proceed. 
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Mr. Fernés-Isern. I should like to ask it either of the Secretary or 
Mr. Myers. 

In the amendment offered here in the alternate proposal, the amend- 
ment to section 101 (d), what countries—that is, foreign countries— 
are sending liquid sugar, have liquid sugar quotas? 

Mr. Myers. Cuba and the Dominican Republic. The Barbados also 
have a very small liquid sugar quota. You remember, your commit- 
tee = that ag into the act the last time that the act was up. It has 
not been used. 

Mr. Fernés-Isern. They have a liquid sugar quota. Therefore, 
this definition here would not apply to them? 

Mr. Myers. It would not apply to them; no. 

Mr. Fernés-Isern. Would it apply to the mainland in any way, 
since there is no limitation on the mainland as to direct consumption 
“— roduction ? 

r. Myers. No, it would not. That is right. 

Mr. Fernés-Isern. Then, who would it apply to? 

Mr. Myers. It applies to offshore domestic areas. 

Mr. Frrnés-Isern. But out of the offshore suppliers of sugar to 
the mainland market, actually, it would apply only to Puerto Rico 
and to Hawaii? 

Mr. Myers. For practical purposes, that is correct. 

Mr. Fernés-Isern. And in the case of Hawaii, since they have their 
own eee in California, it would have no practical application, 
either 

Mr. Myers. They also have a refinery in Hawaii. 

Mr. Frrnés-Isern. Therefore, this definition would simply apply 
exclusively to Puerto Rico? 

Mr. Myers. Not quite, Dr. Fernéds. The Hawaiians have a refinery 
in Hawaii as well as on the mainland. 

Mr. Fernés-Iszern. But they can send their raw sugar to their main- 
land refinery and refine there as much sugar as they want, within their 

uota. 
’ Mr. Myers. That is correct. 

They have a refinery on the mainland. They also sell some of their 
sugar in the raw form on the gulf and east coasts. 

r. Fernés-Isern. Well, the point remains, then, that for practical 
ae this would have no importance one way or another to Hawaii. 
And the only area that would be affected by this definition would 
be Puerto Rico. 

Is Puerto Rico sending any liquid sugar to the mainland? 

Mr. Myers. It never has sent any liquid sugar to the mainland, Dr. 
Fernés. Whether it would have sent liquid sugar to the mainland 
under a different ruling of the Department back in 1940, I would not 
know. I think no human being could say. 

Mr. Fernés-Isern. I mean, as a historical fact, there has not been 
any liquid sugar coming from Puerto Rico, and therefore we would 
assume that unless the process started there is no problem there, either. 

ao is the reason for an urgent insertion of this definition in the 
act 

Mr. Mymrs. Dr. Ferndés, I presume that the question was asked 
us in seriousness, both in 1940 and again in 1953, and the only thing 
that this proposed definition would do would be to say that we should 
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not set up artificial categories between sugar in its dry form and in its 
liquid form. That is what got us into difficulty under our tariff, 
Our whole problem of liquid sugar from foreign countries arose be- 
cause we had different tariff rates. 

The CHarrman. In your opinion, would the spelling out of these 
definitions adversely affect Puerto Rico in any way ? 

Mr. Myrrs. I do not think so, Mr. Chairman, because it does not 
touch the direct consumption portion of the Puerto Rican quota. That 
problem is wide open. 

This committee and the Congress can give Puerto Rico any direct 
consumption quota it wants. 

All I say is that from our standpoint, we feel that liquid sugar 
should fall into raw and direct consumption categories, just the same 
as dry sugar. We donot see a bit of difference. 

The CHarrman. This is a matter of definition. If we want to in- 
crease the quota, we can do it. It is beneficial to you in administering 
the act. 

Mr. Myers. That is certainly correct. 

The CHarrmaNn. We would not do it in such a manner as to affect 
Puerto Rico or any other section, would you ? 

Mr. Myers. Not unless they want to violate the obvious purposes 
of the act. 

The CHamman. That is what I mean. So we could take care of 
quotas and give you the administrative machinery to carry out our 
intention. 

Mr. Myers. That iscorrect. That is all we ask for. 

Mr. FrrNés-Isern. Then we have the question as to how you dis- 
tinguish between “direct consumption sugar” and “raw sugar.” 

If polarization were adopted as one of the criteria to define “direct 
consumption sugar,” how would you apply the polarization test to 
liquid sugar # 

r. Myers. You cannot apply the polarization test to liquid sugar 
because of the problem of invert. Therefore, you have to apply a 
purity test to liquid sugar, which includes both the sucrose and the 
invert. The chemists have ways of testing for both types of sugar. 

Let me say that our polarization problem, Dr. Ferndés, did not 
arise with respect to Puerto Rican raw sugar, but foreign raw sugar. 

Mr. Tuompson. Referring back to the conversation I have just had 
with Mr. Myers in regard to raw sugar production in the United 
States, I am interested in the statement that the Government asked 
the beet people to give up some of their beet production in wartime 
to put in othercrops. What did they plant instead ? 

r. Myers. Beans, cotton, tomatoes, truck crops. I remember the 
beans, the vegetable crops, the canning cro s, that I happened to be 
working on, and we did it by means of the level of price supports. 

Incidentally, potatoes, also. 

We simply had to have some other food crops. We could get sugar 
in the later war period from Cuba and the offshore areas. 

Mr. THompson.. We put our own lands into other crops? 

Mr. Myers. That is correct. 

Mr. THompson. Of course, they were then subsidized, that is, the 
other crops? 

Mr. Myers. Everything was subsidized at that time. 
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Mr. THompson. I assume you had to offer the beet people, perhaps 
a little higher subsidy for the other crops, in order to get them to 
switch crops? 

Mr. Myers. That is right. 

And for a time we were having a circular motion. We would up 
one price, and then we would up the other. And finally we had to make 
up our minds. I say “we.” I did not personally participate in it, 
except very indirectly, but at last the Department had to come to a de- 
cision any say, “Yes, we are going to stop this business of first raising 
the beet prices and then raising the prices of the other crops.” 

Mr. THomeson. Thank you. 

Mr. Hagen. I would like to refer again to the Department’s bill 
which Mr. Cooley. introduced. But first I would like to ask with re- 
spect to this 100,000 tons in 1955, will that purchase accrue strictly to 
the benefit of onshore producers ? 

Mr. Morse. That is what is contemplated. Inventory accumula- 
tions do not exist seriously in Hawaii. 

Mr. Hagen. By the definition itself, would it be confined to the con- 
tinental United States? 

Mr. Morse. That is what is contemplated. The difficulties have 
developed on the continent. 

Mr. Hagen. The reinstitution of the 55 percent, what, if any, pro- 
ducer does that include, other than the mainland producer ? 

Mr. Morse. It would accrue to the other domestic areas. 

; ae That would be Hawaii and Puerto Rico and the Virgin 
slands 


Mr. Morse. Yes. 
Mr. Hagen. What are you according to the Dominican Republic in 
this? 


Mr. Morssz. They would come in under the full-duty provisions. 

Mr. Hacen. What does that amount to? 

Mr. Morse. The recommendation concerning the foreign countries 
was provided by the State Department. It was incorporated in this 
bill that is now before you, H. R. 7030. 

Mr. Hagen. What does that amount to? 

Mr. Myers. In substance, Mr. Hagen, the full-duty countries here- 
tofore have received 4 percent of the increases in domestic consump- 
tion. Under the proposal submitted by Assistant Secretary Holland 
of the State Department, the full-duty countries would receive 40 per- 
cent of the future increases for foreign countries, or in terms of our 
total increase in consumption they would receive 18 percent. They 
would go from 4 percent to 18 percent. 

Mr. Hacen. Let me ask you this question, then : 

You perhaps heard Mr. Surrey’s testimony. He made a very per- 
suasive argument, that these quotas which had been established for 
these foreign areas did not accurately reflect the sugar capacity of 
these countries because of tariff differentials, et cetera. 

This provision for these full-duty countries would not adequately 
meet that test, for example, for the Dominican Republic. 

Mr. Myers. I do not suppose that there is any practical way of 
meeting all of the desires of the full-duty countries, that is, what they 


would like in the immediate future. 
Mr. Hagen. Let me ask you this: 
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Are you persuaded by that argument that Mr. Surrey made, that 
the proportion should be in relation to the productive capacity, rather 
than the amount that has been historically taken into the United 
States and used, with tariff restrictions, et cetera ? 

Mr. Myers. I think, Mr. Hagen, to change violently here in mid- 
stream would be very disruptive to the whole world sugar economy. 

I have a good deal of sympathy for these other friendly countries 
who feel that by favoring Cuba back in 1902, by this 80-percent tariff 
exchange agreement, that they, in effect, were discriminated against. 
I = follow that argument with complete sympathy and under- 
standing. 

However, history has taken its course. We have built up a depend- 
ence upon Cuba. We have called upon Cuba in two world war periods 
and postwar periods for huge quantities of sugar. We cannot blink 
our eyes to that historical fact. 

In the future as our consumption goes on increasing, we can give 
greater cognizance to the desires of other friendly countries for quota 
increases. Keep in mind, under the Sugar Act of 1948, these full- 
duty countries got only 1.36 percent of our increases in consumption. 
Under this act, as it now stands, they get 4 percent. Under the pro- 
posal they would get 18 percent. So you see they are being brought. 


up. 

Mr. Hagen. Actually, on the basis of original equity, that argu- 
ment Mr. Surrey made was completely valid ? 

Mr. Myers. There is a great deal to be said for it. I think that is 
correct. 

Mr. Hagen. Is sugar used at all in making industrial aleohol? I 
understand the Defense Establishment has a large requirement for 
industrial alcohol. I may be in error in that. 

Mr. Myers. During the war they did. Alcohol was used, among 
other things, for synthetic rubber. I think most of the synthetic 
rubber today is made directly from petroleum. But even in the 
Korean situation there was again a big industrial alcohol program. 

Mr. Hagen. I seem to recall that in World War II there was a con- 
troversy over whether, as a matter of policy, our Defense Department 
would seek to use agricultural raw materials in producing alcohol, 
or petroleum, or other raw materials. I was wondering if the ad- 
ministration = not help out this situation by establishing some 
procurement policies which would use not only sugar but other agri- 
cultural components in making some of these products necessary for 
the war machine. 

Mr. Myers. I got into sugar, sir, well, shortly after the war and 
the windup of that wartime alcohol program. I was into the Korean 
situation again. 

During World War II we used alcohol from any source we could 
get it. I think even alcohol from grapes was used for industrial 
purposes. 

Mr. Hagen. Incidentally, I have a constituent who thinks that 
you ought to start making it from grapes. 
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(The following letter was submitted to the committee :) 


SURREY, KARASIK, GOULD & EFRON, 
Washington, D. C., July 7, 1955. 
Hon. Haroun D. Coorry, 
Chairman, House Committee on Agriculture, 
United States House of Representatives, Washington, D. C. 


Drak CHAIRMAN CooLeY: I am writing you in connection with the testimony 
which was presented yesterday, Wednesday, July 6, 1955, by Assistant Secre- 
tary of Agriculture Morse and Mr. Lawrence Myers. 

During the course of their testimony, Congressman Hagen questioned the 
witnesses concerning the formula which I had proposed on behalf of the 
clients I represent. As you will recall, I had testified (p. 980, transcript of the 
proceedings of the current hearings) that the fairest method of allocating the 
United States sugar quota among the foreign producers would be to establish 
such quotas on the basis of the total exports to the world market during the 
crop years 1952-53 and 1953-54. 

During the course of his answers to Congressman Hagen, Mr. Myers stated 
his views on this proposal in the following terms: “* * * to change violently 
here in midstream would be very disruptive to the whole world sugar economy” 
(transcript, p. 1041). 

For your and Congressman Hagen’s information, and for insertion in the record 
if you so desire, I wish to state that I do not believe there is any validity to 
Mr. Myers’ statement. 

It is not clear exactly what Mr. Myers meant. If he meant that there would 
be a “disruption” of the world sugar economy if the quotas of the full-duty 
countries are allocated on a different basis than that which has applied in the 
past, then we sincerely believe his statement is without validity. The adminis- 
tration bill itself proposes changes in the method of allocation among full-duty 
countries. The reallocation of the total full-duty countries sugar quota to the 
United States among those countries certainly cannot have any disruptive effect 
on the world sugar economy, inasmuch as the total amount of full-duty country 
sugar available for sale on the world market would not be changed one iota. 

If Mr. Myers meant by the above statement that there would be a “disruption” 
of the world sugar economy if the formula we have recommended is applied to all 
foreign producers of sugar, including Cuba as well as the full-duty countries, the 
conclusion is equally invalid. Here again, the administration bill proposes 
changes in the method of allocation as among all foreign producers. It must 
be noted that the specific United States quota of any one foreign producer does 
not determine the total quantity of sugar that will be sold in the world market. 
The world market requirements are not in any way based upon the United 
States requirements; similarly the United States requirements are not in any 
way based on the world market requirements. On the contrary, a more equitable 
allocation of sugar among all foreign producers is more likely to stabilize the 
world market economy, in that there will be a more proportionate distribution 
of foreign produced sugar between the United States and the world market. 

It is not at all clear what Mr. Myers meant by the phrase “to change violently 
here in midstream.” If Mr. Myers means only that such a change should not 
be made until the expiration of the existing Sugar Act, then it can be assumed 
that he has reversed his entire position with respect to a change in the act prior 
to December 31, 1956, the date of the expiration of the existing act. If he 
means on the contrary that at no time can a different basis for allocating quotas 
among all or some of the foreign producers be established, then his statement 
is inconsistent with the administration bill, which advocates a different pro- 
cedure for allocating quotas both as between domestic and foreign producers 
and among foreign producers. If Mr. Myers, therefore, means literally what he 
says then he must be advocating that the existing legislation be made permanent. 

It is clear from the very terms of the administration bill that the adminis- 
tration is recommending to Congress that they “change violently here in mid- 
stream” the existing method of allocating United States sugar quotas. The 
formula proposed in my testimony dealt with only one segment of the United 
States sugar quota concerning which the administration in its proposed bill has 
recommended a change. The administration bill recommends a change for the 
entire sugar quota system; we in our recommendation are dealing only with 
a part of the change in the quota system covered by the administration proposal. 

It may be helpful to the committee in considering our proposed changes as 
against the administration proposed changes for this one segment of the United 
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States sugar quota if we were to submit specific recommendations dealing with 
the allocation among foreign producers of that quota of sugar which the com- 
mittee determines should be purchased from foreign sources. If you will recall, 
in the testimony which I submitted to your committee, we have given only 
illustrative examples of how this problem might be worked out. However, we 
are prepared, if you believe it will be of assistance to your committee, to provide 
you with specific recommendations, including specific tonnages that will result 
to each foreign producer during the course of the proposed legislation. 
Respectfully yours, 

WALTER STERLING SuRREY. 

The CHatrman. Mr. Jones wants to ask a question. We will try 
to conclude as soon as we can. 

Mr. Jones. This is the thing that concerns me about this whole situ- 
ation. Does the Department consider that in the amendments of 1951, 
including the expiration date of December 31, 1956, we have made cer- 
tain commitments that would be negatived by the adoption of H. R. 
7030? 

Mr. Morse. No, sir. 

Mr. Jones. You do not think so? 

Mr. Morse. No. 

Mr. Jones. You do not consider that in the adoption on the chang- 
ing of the provision at this time of the Sugar Agreement Act that we 
would be, you might say, changing the rules in the middle of the 

ame ¢ 
Mr. Morse. No, sir. 

You need to look at the whole development and the record in con- 
nection with the adoption of the Sugar Act. Look further to the 
fact that bills were introduced in Congress last year, and that this 
matter has been actively under discussion for many months. The 
parties at interest are fully aware of the fact that developments have 
been taking place which justify Congress in amending the act. 

Mr. Jones. If that is true, why do we want to put an expiration 
date on this at all? Why not just leave it open and let the world 
know that it is subject to change every time that Congress meets? 

Mr. Morse. It is the feeling that an act such as this should be 
periodically reviewed by Congress, and the committee would prob- 
ably desire to review it. 

Mr. Jones. Every 3 years or every 5 years, depending upon the ex- 
paral date placed in the act; was that the principle on which we 

rst fixed an expiration date? 

Mr. Morse. I could not testify as to that. 

The Cuarrman. Let me interrupt there. 

Mr. Holland, who testified for the State Department, apparently 
did agree with the gentleman from Missouri that this act we expect 
to run to the end of 1956. 

Mr. Jones. I want to ask the gentleman this: If the State Depart- 
ment was in agreement with the Department of Agriculture that we 
should have some changes in the bill at this time? 

Mr. Morse. Yes, sir. 

The Cuarrman. Particularly effective as of next year? 

Mr. Morsz. Effective January 1, 1956. 

Mr. Jongs. 1956? 

Mr. Morse. Yes. 

The CuHarrman. That brings me to this January 1, 1956. Your 
recommendations would go into effect then? 

Mr. Morse. Yes, sir. 
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The CHatrman. It seems that the Department has taken a definite 
position, if I understand it, and when I say “the Department,” I mean 
the Department of Agriculture and the Department of State, that we 
should make no change in the Sugar Act effective in the current year? 

Mr. Morse. That is right; no changes to be effective as to the 1955 
crops and marketings. 

r. THompson. Are not all of the arguments that are being used pro. 
and con just as effective as of now as they will be 6 months from now? 
If it is wrong to do it now, why is it less wrong to wait 6 months and 
then make the change? 

I think we have been through this before. I do not intend to pro- 
long it. But it does occur to me that all of the arguments brought 
out against the immediate changing of the law would apply equally 
well 6 months from now. And with that observation, a will let the 
matter rest. 

The Cuarmman. All right, sir. 

Mr. Horr. Before we drop that, I would like to ask Mr. Morse one 
question. 

Is there not this difference between amending a law effective in 1955. 
and effective in 1956, namely, that for 1955 the year is one-half gone 
and commitments have been made, and crops have been planted, 
whereas if we amend it now, effective in 1956, you will not have that 
to contend with? 

Mr. Morse. That is correct. 

The firming up of exactly what the act will contain in advance of 
when it will go into effect would be a very decided advantage both for 
the domestic growers as well as the domestic industry, and also as well 
as for the foreign suppliers. 

Mr. Horr. You heard Mr. Holland’s testimony. I would like to 
have you check me if I am not correct on it. He said that there was 
no point to the fact that the act should not be amended—any act of 
Congress could be amended—and no rights had accrued that were 
being violated if we amended the act. 

Is that your recollection of his testimony, in substance? 

Mr. Morse. I know that entered into the testimony. I certainl 
testified to that effect, so far as the Department of Agriculture, whic 
administers the act, is concerned. 

Mr. Tuomprson. Would it not be better to make it a 2-year or a 
1-year act? 

The Cuatmrman. They are recommending now 6 years, if I under- 
stand the testimony this morning. 

Mr. Morse. Yes, sir; that is correct. That is our recommendation. 

The Cuarrman. The fact remains that if the administration thought 
this act should be amended before the end of December 1956, neither 
the Secretary of State nor the Secretary of Agriculture has sent any 
messages to Congress or to these committees, particularly not to this 
committee, asking for any change in this act, and the first communi- 
cation came on and was received up here after the hearings on the 
bills had been started. 

It is difficult for me to know whether the administration firmly 
believes we should change the act or not. This is an important deci- 
sion to make: 

I know Mr. Holland said—I know what his testimony was—while 
it was not a treaty or an international agreement, that Cuba relied 
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upon the good faith of the act and believed that we would carry on 
until the end of 1956. 

I remember Mr. Poage was asking the question, if we had 2 years 
to go, 1955 and 1956, if it would be immoral to change it in 1955, 
certainly it should be immoral to change it in 1956. 

Mr. Poace. Will you yield? 

The Cratrman. Yes. 

Mr. Poacs. The Secretary agreed with him—the gentleman from 
Kansas was just questioning him—it would not be so bad to do this, 
to repudiate this working agreement in 1956, instead of 1955, because 
there are more people now who have investments that will be matured 
in 1955, that will have to run through 1956, but if I understood any- 
thing about this testimony, I have understood that you do not grow 
sugarcane in Cuba in a 12 months’ cycle, and that you have to ‘hicre 
more than 12 months, and that the cane is already in the ground that 
will be harvested in 1956. 

And that while it is perfectly true that you would not do as much 
injury to as many soociee ff you waited another 6 months to repudiate 
your agreement, as you will if you repudiate it right now, that it is 
purely a question of expediency, and to try to come up here and talk 
about morals is something beyond me. 

If it is immoral to violate an understanding—let us not talk of it 
as a treaty—it was not a treaty—we all know that Congress has the 
legal right to repeal, but I stood down there in the White House 
and I heard the President tell us that he did not intend to do any- 
thing until this law had terminated, and that is the end of 1956—— 

The Cuarrman. He used the expression: 


We should not run out on any agreement. 


Mr. Poser. Exactly. 

I was in the White House and heard that, as some of the rest of 
this group did. 

It was very immoral then, and now it is very immoral to do it dur- 
ing the calendar year of 1955, but it is partly moral to do it in 1956. 

I know that it would not do as much harm in 1956. If you wait 
until December 1956, there will not be nearly as much harm done 
as if you do it in January of 1956. 

But the question of morality is just the same. 

Let us put it on the question of expediency and not on the question 
of, if after this particular calendar date we have got a right to do it. 

The CHarrman. I understand to compensate for that. “morality,” 
the administration is perfectly willing to buy 100,000 tons and. give 
it away. 
' Mr. Base Is there a close relationship between “morals” and 
“sugar’ 

The Carman. I do not know, but there must be. 

Mr. Morse. Mr. Chairman, as you know, quite a number of Con- 
gressmen have introduced bills. 

I believe there are 49 Senators on the bill introduced in the Senate. 
Those bills would not. only amend the act effective for 1956, but 
would amend it effective for 1955. 

The Cuarrman. Those authors, I am sure, know Mr. Poage used 
the word “expedient.” 

Mr. Morse. I judged that all of the Senators and the Congress- 
men, many of whom helped write the previous act, looked at the 
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matter of morals and the other questions that are being discussed 
here. 

Mr. Horr. I would like to say that while I cannot cite where the 
statement may be found right now; in the previous pao I went 
on record saying this act could be changed or repealed. ‘That ques- 
tion was raised in the hearings. It was definitely understood that 
the act could be modified. If anything was definitely understood, 
that was. There is not any question about it. It was perfectly clear 
and understood by everyone at that time. 

Mr. Poacr. May I say that the report clearly stated that all right, 
but stated that the termination of this.act—at.the termination of this 
period. It was clearly understood that it could be modified at the 
termination of this period and nobody that I know of has suggested 
that it could not be at that time with justice to everybody. 

The Carman. We can do it now. 

Mr. Poage. Sure, we have the power to do it. 

The Cuarrman. I read it into the record, that is, the report—at the 
conclusion of this period. 

Mr. Hope. I do not like to prolong the argument here, but I suppose 
there have been several hundred amendments of the Triple A Act 
of 1938. Every one of those amendments affected the right of some 
individual or a number of individuals. Certainly no one is going 
to stand up and say that we did not have the right to repeal or to 
change or to modify that act or any other act. 

The CuHarrman. He was saying what Mr. Holland said. He was 
not taking that position. Mr. Holland took the position that the act 
should not be changed in 1955, but it was all right to change it in 1956. 

Mr. Poagg. There is just one question I would like to ask, Mr. Chair- 
man, and that is—many were present—you were there, many of the 
rest of the members were there and heard the President of the United 
States say that we were not going to run out on any agreement, with 
the clear implication, as I understood it, that we were going to carry 
out this law until the expiration of the period. 

At that time, I understood that all of the departments were in full 
accord and in ment with the President. Since that time I 
understand there have been, did you say 49 or 59 Senators, who have 
introduced ee to run out on that agreement? Did that change 
the morality 

Mr. Morse. Mr. Poage, I was not present at the session that you 
refer to. We do not consider that we are running out on any agree- 
ment. I can assure you that this matter has been very carefully and 
thoroughly considered. 

Mr. Poacz. Did the fact that 49 Senators introduced a bill change 
the viewpoint of the Department ? 

Mr. Morsg. You will recall that last year bills were introduced. 

Mr. Poaes. I did not get that. 

Mr. Morse. You will recall last year bills were introduced by Sen- 
ator Ellender, I believe, and Senator Holland and, yes, Senator Dwor- 
shak and others introduced bills last year, so that we were aware a year 
ago that a desired to actively consider this matter. 

Some Members of Congress desired to consider the revision of 


the Sugar Act last year. And it came as no surprise to us that these 
bills were introduced. 
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I can assure you further that we have been actively discussing this 
matter with grower representatives, the industry and others involved, 
in an effort to be best prepared to express what would be constructive 
handling of the Sugar Act in its renewal and amendment. 

The Cuamman. Mr. Morse, we thank you very much, you and Mr. 
Myers, for coming here. 

Mr. Frrn6és-Isrrn. May I have one more quetion ? 

The Cuarrman. Yes, sir. 

Mr. Ferno6s-Isern. On page 7 of the committee print there is an 
amendment offered to section 207 (b). I understand that is on the 
question of the direct consumption of a from Puerto Rico. The 
increase in the quota for Puerto Rico under section 202 would be the 
percentage loan by 126,033 tons to 1,080,000 short tons. How much 
would that mean with an increase of 20,000 tons ? 

Mr. Myers. I believe that has been computed, Dr. Fernés, to be 
something in the neighborhood of 2,300 tons a year. 

Mr. Frernos-Isern. In other words, now Puerto Rico has a quota 
of 1,080,000, the overall quota, out of which it refines 126,000 and 
nine-hundred-and-fifty-three thousand-odd are shipped raw? 

Mr. Myers. That is correct. : 

Mr. Fernés-Isern. If there is an increase in the quota by 20,000, 
that increased amount of raw sugar will have to come from Puerto 
Rico to be refined in the mainland also, except for 2,300 tons? 

Mr. Myers. I believe so. 

Mr. Fernés-Isern. That is all. 

The Cuatrman. Do I understand that the bill that we now have 
here, H. R. 7030, fixes the quotas for all of the different areas? 

Mr. Myers. That is correct. It revises the raw quotas for all of the 
domestic areas. 

The Cuatrman. Is this the recommendation of the Department of 
Agriculture or the Department of State or of the two departments? 

Mr. Myers. Both departments, sir. Well, let me say this: The De- 
partment of State and the Department of Agriculture are together 
on the 55-45 split as to future increases in consumption. 

The Department of Agriculture has taken the lead in splitting up 
the 55 percent among the domestic areas. And that splitup, as Mr. 
Morse explained, has been based on recommendations of an industry 
committee. 

Likewise the State Department has taken the lead on the splitup 
of the 45 percent for the foreign countries. Let me observe on that, 
that the State Department wishes to make some further suggestions 
with respect to H. R. 7030, to make it more fully conform to Mr. 
Holland’s testimony. They think there have been some slight tech- 
nical deviations there. 

The Cuarmman. In this committee print, do you attempt to break 
up the 45 percent among the foreign countries ? 

Mr. Myers. Yes. 

The Cuamrman. That is in there? 

Mr. Myers. That is in here. 

Mr. Horr. You do not mean as to each individual country, do you? 
You give 60 percent of it to Cuba and the remainder to the full-duty 
countries. 
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Mr. Myers. And 40 percent to the full-duty countries. It specifies 
how the quota for the full-duty countries shall in turn be split up. It 
gives the formula. 

The Cuarrman. The committee will want to question somebody 
with reference to these recommendations, because they are nothing 
but recommendations, if I understand it. 

Mr. Myers. That is correct. 

The Cuairman. After all, this committee has the responsibility of 
fixing these quotas. 

Mr. Myers. Definitely. 

The Carman. This is the State Department’s recommendation 
with reference to the distribution of the part that is going to be im- 
ported, and Agriculture’s recommendation regarding the domestic 
producing areas? 

Mr. Myers. That is correct. 

Mr. Dixon. May I ask one question ? 

The CuHarrman. Yes, sir. 

Mr. Drxon. Is there anything in this bill that will prevent people 
from having the same feeling as some of them do now that we are 
morally obligated to get it run to its expiration, until 1962? 

Mr. Myers. I would believe that the discussions in this committee 
and in the record of these hearings would further tend to clarify the 
fact that the act could be further amended if the Congress felt that 
it should be before the expiration date. 

Mr. Drxon. Instead of depending on the hearings, why not put it in 
the bill that it is definitely understood that Congress has the right 
without even any moral obligation to change this act whenever it sees 
the need—would you not recommend that ? 

Mr. Morse. That would be a matter for the committee, but I believe 
it would be an unusual statement, would it not, to put into a bill? 

Mr. Drxon. After all of this confusion it seems to me it would be 
a very practical statement. 

The Cuarrman. Mr. Myers, before you go I would like to ask you 
to give to the committee the tonnage provided for in this bill under 
the terms of the bill which you have here, that is, for each sugar-pro- 
ducing area, domestic and foreign, that would participate in this pro- 
gram; and also give us the tonnage in the proposed legislation con- 
tained in Mr. Hope’s bill, so that we will have it in tonnage, rather 
than in these percentages and averages and all of that under the 
formula. 

Mr. Myers. Very well. 

(The information requested is as follows:) 


YIELD OF SUGARCANE OR SUGAR BEETS PER HARVESTED ACRE (SHORT TONS) 


Domestic | Mainland Puerto Virgin Philippine 
beet sugar | cane sugar | 2wail Rico ! Islands Cuba Islands 
Was kc bso dou 13.5 20.3 75.4 28.4 13.1 18.6 18, 2 
a bdiiincncad quanti 14.9 19.3 74.0 31.1 11.8 15.7 20. 5 
iiilale oikn Sih 5 pate 14.7 20.8 74.7 28.9 24.1 15.9 18.0 
Was inhale cas 15.1 19.2 77.4 28.7 19.1 16. 2 20.1 
Wi das 5536 ca5d5 15.4 22.5 80. 4 32.0 25.5 18.8 20.0 
Mien .Adsderudse 16.3 22.1 83.1 26. 4 27.9 18.2 18.4 
SORE Siemon duchnnins 15.9 23.2 87.8 29. 6 19.1 19.1 21.8 
OG ks, wT 6S Ss 0 5 Se cad deers sipcdgee bh lacdinwen sens 20.0 18.9 21.5 


1Crop year ended. 2 Preliminary except for Hawaii and Virgin Islands. 8’ Estimated. 
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YIELD OF RAW SUGAR PER HARVESTED ACRE (SHORT TONS) 


Domestic | Mainland Hawaii Puerto Virgin 
beet'sugar ‘ |.cane sugar Rico ! Islands 





| 
Philippine 
Cuba | Island 








9008. <2 ccs 8.4 3.3 1.3 2.3 2.2 
esac theta Oia 8.8 3.6 2.0 2.5 
sie aie steamed 8.8 3.5 26 2.1 2.2 
a et 9.1 3.4 19 2.1 2.4 
TE dndsd 36 Se lnecs 9.4 3.5 2.4 2.3 2.3 
We wie vabacewsuad 10:2 at 2.8 2.3 2.2 
) | ee 10.0 3.3 1.8 24 2.7 
DEE Snccnicnonetediciaiamenials Mates triiinbddas tds tata tabaci dita stint tend 2.4 2.6 
YIELD OF RAW SUGAR PER TON OF CANE OR BEETS (POUNDS) 
10-year average___ #302 | 163 | 232 | 238 | 199 | 248 | 227 








1 Crop year ended. 2 Preliminary except for Hawaii and Virgin Islands. § Estimated. 
‘ Refined sugar is produced in the beet area. Figures shown represent raw value equivalent of that 
refined sugar production. 


Conditional payments in domestic sugar-producing areas: Payments per ton of 
sugar beets or sugarcane harvested, payments per acre harvested, and pay- 
ments per 100 pounds of commercially recoverable raw sugar, 1948-54 


[Dollars} 
CONDITIONAL PAYMENTS PER TON OF SUGAR BEETS OR SUGARCANE! 














— vaneer Hawaii Puerto Rico ore 
MOR StL Gs. chide cies iad 2. 56 1.01 1.61 1, 41 
I ins niestvai are cssieimeindil nomiinniiasa 2. 54 1.05 1. 66 1.45 
ME. 2. to) lilac 2. 48 1.04 1.64 _ 1:39 
DIE sd cintnensd ie dikadne adie 2.46 1.08 1. 51 1.31 
ITI snceminsspisteniaug inet daeeetncadiaip nnanineiana 2. 43 1.08 1. 67 1.16 
Seas. ahd dn cdbiabahdinned sibs 2. 43 1.13 1. 51 1. 25 
Be ccd diinsnitbtetmiinn see 2.43 1,05 1. 51 1, 22 
CONDITIONAL PAYMENTS PER ACRE HARVESTED! 
35 23 76 50 18 
38 22 78 48 17 
37 25 77 47 34 
37 22 83 48 25 
37 25 87 44 29 
40 27 o4 45 35 
39 30 92 44 24 





CONDITIONAL PAYMENTS PER 100 POUNDS OF SUGAR, COMMERCIALLY 
RECOVERABLE, RAW VALUE! 


BOOB, . . cnncdcceccdsvcsecesecsees 0.79 0. 69 0. 46 0. 69 0. 71 
WB icc nna Genpean: beicbananrnoneen 79 - 68 44 . 67 71 
BIE. occ cepeeneercscueccsennenon 79 . 67 44 . 69 . 64 
WOR on ce biisednsl rete dcods 79 . 67 46 . 69 - 65 
EUR. :ikienendstimerannpaennnananiin 79 - 65 46 .70 - 62 
BOGE. b's cose ejnccucwtswesensctensn 79 - 66 46 -70 . 63 
1006 9 nonctnscn-ccenmencce se ssuei 79 . 67 46 -70 - 65 


1 Includes abandonment and deficiency Lae pee 
3 Preliminary except for Virgin Islands and Hawaii. 


The Cuainman. The committee will go into executive session at this 
point. There will be further hearings on this tomorrow morning at 
10 o’clock. 

(Whereupon, at 11:50 a. m., the committee adjourned, to recon- 
vene on Thursday, July 7, 1955, at 10 a. m.) 








EXTENSION OF SUGAR ACT OF 1948 


THURSDAY, JULY 7, 1955 


House or RepresENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 11:15 a. m. in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The Cuamman. The committee will be in order. 

We have a long list of Congressmen present who are interested in 
sugar legislation and we have only a little time remaining for this 
session. 

I would like to inquire if there is anybody present who is eager to 
lead off by presenting a statement now, because of the situation that 
faces us. 

Mr. Wuuis. If I may, I would like to. 

The Cuairman. We will hear Mr. Willis, of Louisiana. Do you 
have a prepared statement? 


STATEMENT OF HON. EDWIN E. WILLIS, A REPRESENTATIVE IN 
CONGRESS FROM THE THIRD DISTRICT OF THE STATE OF 
LOUISIANA 


Mr. Wis. No, sir. 

The Cuamman. Is Mr. Boggs going to appear with you? 

Mr. Wiis. Yes; he will. 

First, I want to thank you and the members of the committee for 
permitting us to appear before you today, and I want to acknowledge 
my indebtedness to you for giving us a forum for the presentation 
of our case. 

As I have already stated, I have no prepared statement. I did, 
however, make some notes from which I would like to speak, in the 
interest of an orderly presentation. I will cut it just as short as you 
tell me, as I go along. I would, however, like to summarize our 
appreciation of this legislation. 

First, let me say that I represent the biggest sugar-producing area 
in the United States, and next to mine in contiguity and in impor- 
tance is that. of Congressman Hale Boggs, of Louisiana. 

Sugar is the lifeblood of my district. It is not only the principal 
cash crop, but in most of my district it is the only cash crop. 

There are in my district, for illustration, some 35 raw-sugar mills. 
Do not mistake a raw-sugar mill for a refinery. A raw-sugar mill is 
really a farm operation. It is a mill that grinds the stalks of the 
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cane and converts it into raw sugar. And that raw sugar in turn, as 
we say in the Third District, is then sent to the laundries, the re- 
fineries, for bleaching and refining and making it fit for the housewife. 

Let us look back at our sugar legislation. It shows that in 1934 
we adopted the first really workable sugar legislation. 

Under the statute of 1934 and its successor of 1937 the American 
market was divided percentagewise as has been testified. A certain 
percentage of the market was allocated to the domestic areas, and 
a “2 percentage of the total market was allocated to the foreign 
suppliers. 

; that from 1934 until 1938 as the population grew, so did the 
basic quotas of all, 

The ratio of 55-45 you have been hearing about was not picked out 
of the air. It was the basic situation within the domestic areas, cane, 
beet, the Virgin Islands, Puerto Rico, and Hawaii, that produced, 
or furnished, or supplied about 55 percent of our consumption. The 
other areas supplied 45 percent. gS that the growth formula as the 
basic formula was divided in that way. 

But as you have heard, in 1948 the pattern was changed and the 
question arises, Why? I just want to read one sentence of the hear- 
ings that were then held. This is from Mr. Myers’ testimony at the 
time testifying before you. And quoting from his testimony: 

Before going into a detailed consideration of the proposed amendments it 
seems worthwhile to observe the major objectives in writing the Sugar Act 
of 1948. The Sugar Act of 1948 was designed particularly to assist Cuba. 

Now under the formula of the act of 1948 the division of the market 
was changed, and under it vast concessions were made to Cuba. In 
summary three provisions were made in favor of Cuba in the Sugar 
Act of 1948. 

First, the domestic areas were given a fixed quota, not a percentage 
of the total market, but a fixed quota. For instance, in the cane area 
the quota was fixed at 500,000 tons, beyond which we cannot grow 
and market. 

Second, in the act of 1948 Cuba was given the privilege of sup- 
plying 95 percent of that amount, by which the Philippines, because 
of the ravages of war were unable to supply their quota. 

Third, in the act of 1948 Cuba was given a share in the deficits of 
the domestic areas, 

The establishment of those three provisions resulted. in giving 
Cuba since 1948 a virtual monopoly of the American market. 

Thus, since 1948 as population has increased, and along with it our 
sugar consumption, Cuba was given and has enjoyed 96 percent and 
the other foreign suppliers 4 percent, the domestic areas, none. In 
total these 3 provisions in the act have resulted in enabling Cuba to 
market 5,250,000 tons over and above the amount called for by her 
basic percentage quota. 

You have heard much about benefits and subsidies. We acknowl- 
edge the benefits received by the domestic areas. We are grateful 
for those benefits. We need them very badly. But I think that there 
should be set side by side here—and I do not think it has been done— 
the benefits derived under the Sugar Act by the domestic areas along- 
side the benefits derived by Cuba. 

Call those benefits what you will, it is immaterial to me—whether 
you call them subsidies or anything else. 





AMENDMENTS TO SUGAR ACT OF 1948 601 


First, we must consider the nature of the benefits; that is, the excise 
tax on refined sugar of 50 cents per 100 pounds. You may call that 
tax a burden if you want, but I think there should be set in the record 
an analysis of exactly what the tax is and who pays it. 

I have been doing a little study on that. I would like to offer a 
three-page analysis of what that tax is. I will not read it, but I will 
call three things to your attention. 

In 1937 the Department of Agriculture analyzed the refiner’s excise 
tax of 50 cents per 100 pounds, which papperts the sugar payments, 
Here is the report of the United States Department of Agriculture: 

* * * One is likely to assume that excise taxes increase prices under all con- 
ditions; but an excise tax on sugar, within certain limits, under a quota system 
is one of the exceptions. 

And then in his message to Congress in 1937, the President analyzed 
the excise tax of 50 cents For 100 pounds in this way : 

Quotas influence the price of sugar through the control of supply; conse- 
quently, under a quota regulation of the supply of sugar, a tax may be levied 
without causing any adverse effect, over a period of time, on the price paid by 
consumers, 

T am definitely advised that such a tax would not increase the 
average cost of sugar to consumers. 

then one committee, either this one or the Committee on Ways 
and Means, asked the Bureau of Internal Revenue to analyze the effect 
of that tax, and here is their report, and this report was made in 1937: 

Since the total quota for sugar was completely filled each year, the quota 
system definitely limited the quantity of sugar made available for sale in the 
United States regardless of the processing tax. Therefore the tax did not 
affect the retail price in any way, at least over any appreciable period of time, 
and so could not have been passed on to consumers, 

Mr, Myers has brought out to you the cost per acre or the benefits 
per acre that are derived by the farmers, particularly, let us say, in 
the State of Louisiana. 

In the mainland cane area the payment to growers average, accord- 
ing to Mr. Myers, 65 cents per 100 pounds of sugar. 

Whether ou believe it or not, here you have the advice of the De- 
partment of Agriculture, you have the advice of the Presidential 
advisers through his message saying that it had no influence on the 
retail price, and you have the analysis of the Bureau of Internal 
Revenue telling you the same thing. 

I am not denying the benefits. We received them. But I am get- 
ting a little agitated here by the statements of Cuban friends con- 
cerning benefits that are derived by our farmers, without telling 
you about the benefits received by Cuba. 

But to continue, in the mainland cane area, the payment to growers 
averages about 65 cents per 100 pounds of sugar. Subtract the 50 
cents tax borne by the growers and the result is 15 cents, which you 
my call a subsi y if you insist on using that term. The average 
yield of the mainland cane area’s last crop was 40 hundredweights 
of o ar per acre. Therefore the average subsidy per acre was 
only $6. 

I would like to make some contribution toward a clearer understand- 
ing of the tax on sugar and who pays it. 


65704—55——39 
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The refiner ro the tax to the Treasury Department—but is it 
peed forward to the consumer or backward to the raw-sugar pro- 

ucer and finally to the grower? 

Since this question was raised early in these hearings, I have been 
making a study of the subject and want to tell you my findings. 

On page 9 of the USDA press release dated March 15, 1937, and 
headed “Statement on Sugar,” the Secretary of Agriculture stated: 
* * * one is likely to assume that excise taxes increase prices under all con- 
ditions ; but an excise tax on sugar, within certain limits, under a quota system 
is one of the exceptions. 

On March 1, 1937, House of Representatives Document No. 156 
75th Congress, Ist session, contained a message from the President of 
the United States transmitting a recommendation for the enactment 
of the sugar-quota system, and its necessary complements. The Pres- 
ident said: 

Quotas influence the price of sugar through the control of supply ; consequently 
under a quota regulation of the supply of sugar, a tax may be levied without 
causing any adverse effect, over a period of time, on the price paid by consumers. 

I recommend to the Congress the enactment of an excise tax at the rate of 
not less than 0.75 cents per pound of sugar, raw value. I am definitely advised 
that such a tax would not increase the average cost of sugar to consumers, 

The Bureau of Internal Revenue published in 1937 An Analysis 
of the Effects of the Processing Taxes Levied Under the Agricultural 
Adjustment Act. The following two paragraphs appear on pages 
67 and 70, respectively, of that publication : 

Since the total quota for sugar was completely filled each year, the quota 
system definitely limited the quantity of sugar made available for sale in the 
United States, regardless of the processing tax. Consumers would pay only a 
given price and aggregate amount for such a quantity, depending upon the exist- 
ing state of demand, which is largely influenced by consumer purchasing power. 
Therefore, the tax did not affect the retail price in any way, at least over any 
appreciable period of time, and so could not have been passed on to consumers. 

Since the tax was not borne by consumers or by refiners or distributors of 
cane sugar, and apparently was not borne by the manufacturers of raw sugar, 
it follows that the grower of cane sugar, as the residual element in the situation, 
did bear the burden of the tax as such. 

It naturally follows that if the sugar tax were not passed back 
to the grower, he would receive a higher price than he now receives 
for his cane and beets. The sugar program deliberately withholds 
from cane and beet growers a very substantial part of the income the 
would normally get from the sale of their crops, in order to pay this 
income to them at a later date as an inducement to opr with the 
Sugar Act provisions. This has been a very effective scheme or tool 
because we have had practically 100 percent compliance by growers 
over the many years since the first Sugar Act was passed. 

The tax on sugar amounts to 50 cents per 100 pounds, raw value. 
Payments to growers vary. The largest growers receive 30 cents per 
100 pounds and the smallest growers receive 80 cents per 100 pounds. 
Even under the broadest use of the term “subsidy,” one cannot say the 
largest growers are subsidized because the tax borne by them is larger 
than the payment they receive. 

The other day in these hearings, Mr. Myers gave estimates, in re- 
sponse to questioning, of the average payments per acre to growers in 
various domestic areas. The average payment per acre is larger in 
Hawaii than in any other area but it is also true that-the sugar tax 
paid by the Hawaiian sugar industry and borne by the growers is 
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larger than the payments received by the growers. You cannot very 
well aa those growers are being subsidized unless you say they are 
subsidizing themselves. 

In the mainland cane area, the payment to growers averages about 
65 cents per hundred pounds of sugar. Subtract the 50 cents tax 
borne by the growers and the result is 15 cents, which you may call a 
subsidy if you insist on using that term. The average yield of the 
mainland cane area’s last crop was 40 hundredweight of sugar per 
acre. Therefore, the average subsidy per acre was only $6 (40 hun- 
dredweight times 15 cents). 

Mr. Waite As I said awhile ago, we are grateful for the benefits 
received under the sugar program, but let us lay side by side now the 
benefits received by Cuba. 

In 1933, the year before the Sugar Act was adopted, Cuba shipped 
into the United States 1,500,000 tons of sugar at a price, net of tariff, 
of 1 cent per pound. This year Cuba will ship 2,668,000 tons of sugar 
at an average price of 5 cents per pound over the tariff. 

Besides that in 1933—and I want to reduce these things to dollars— 
Cuba’s tariff was $2 per hundred pounds. It was reduced to 50 cents 
per hundred pounds under the Sugar Act of 1934. 

On the other hand, the full-duty countries pay 62.5 cents per hun- 
dred pounds. 

I had this analyzed by the Department of Agriculture, this reduc- 
tion in tariff, and the preferential tariff treatment, and what that has 
meant to the Cuban sugar industry. Here is a table which I would 
like to offer in evidence prepared by the United States Department of 
Agriculture indicating the dollar value to Cuba of the tariff reduc- 
tion, and preferential tariff concession. 

(The table entitled “Table 13” is as follows :) 


TABLE 13.—Value of duty changes on Cuban sugar shipments to United States 
and value of duty preferences granted Cuban sugar since initial sugar act 





Value per ton 
Cuban ship- Value per ton| Total value | Total value 
Year ments to cree Teal ree of duty pref-| of Cuban of duty 
United States before Sugar | duty change erential on duty pref- | change and 
market A et 8 Cuban sugar erential | preferential 
Tons 

16O6.. schiititbodhs 1, 866, 482 $9. 60 | °$17, 918, 227 $12. 52 $23, 368, 354 $41, 286, 581 
100b.cotabmucaenona 1, 829, 934 22. 00 40, 258, 548 19. 50 35, 683, 713 75, 942, 261 
OBR LL Addo 2, 102, 281 22. 00 46, 250, 182 19. 50 40, 994, 480 87, 244, 662 
1GGT .ccctiveootes ik 2, 155, 218 22. 00 47, 414, 796 19. 50 42, 026, 751 89, 441, 547 
lGGRicabenceeos tat 1, 940, 823 22. 00 42, 698, 106 19. 50 37, 846, 049 80, 544, 155 
10GE. . csavdectaate 1, 930, 151 18. 46 35, 630, 587 16. 05 30, 978, 924 66, 609, 511 
10D. ccneuccake chain 1, 750, 254 22. 00 38, 505, 588 19. 50 34, 129, 953 . 72, 635, 541 
0 i didcebebdende 2, 699, 678 22. 00 59, 392, 916 19. 50 52, 643, 721 112, 036, 637 
196. .nlevitpusiine 1, 796, 444 24. 98 44, 875, 171 14. 50 26, 048, 438 70, 923, 609 
1966 ds dacecdeeb ned 2, 857, 427 25. 00 71, 435, 675 3. 75 10, 715, 351 82, 151, 026 
1944... 4. cass wees 3, 617, 912 25. 00 90, 447, 800 3. 75 13, 567, 170 104, 014, 970 
1966... .ccdsite nathan 2, 802, 959 25. 00 70, 073, 975 3. 75 10, 511, 096 80, 585, 071 
1906. ici aeas aed 2, 282, 394 25. 00 57, 059, 850 3.75 8, 558, 978 65, 618, 828 
1987, .micnsabsnnade 3, 942, 904 25. 00 98, 572, 600 3. 75 14, 785, 890 113, 358, 490 
1948. ...scubecdeeue 2, 927, 096 30. 00 87, 812, 880 3.75 10, 976, 610 98, 789, 490 
9B. i cskechn idee 3, 102, 743 30. 00 93, 082, 290 3.75 11, 635, 286 104, 717, 576 
1000. .ccucd ction 3, 263, 993 30.00 97, 919, 790 3. 75 12, 239, 974 110, 159, 764 
1061 . .ncacschsene 2, 946, 306 30. 00 88, 389, 180 3.13 9, 221, 938 97, 611, 118 
1062... .ccchncdbvane 2, 979, 939 30. 00 89, 398, 170 2. 50 7, 449, 848 96, 848, 018 
1008. . .desedusncdae 2, 766, 411 30. 00 82, 992, 330 2. 50 6, 916, 028 89, , 358 
1964. c.cnctediwenpstbe 1 2, 724, 112 30. 00 81, 723, 360 2. 50 6, 810, 280 88, 533, 640 
DOR te Si ess de eke 55k | sa i hie cat echolalia ie cbagabed | ad -6 5 0- sda ed4cshse hha 1, 828, 960, 873 
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Mr. Wixu1s. You will see from the above table that the tariff re- 
duction effected by the Sugar Act of 1934 and the preferential-duty 
treatment accorded to Cuba in that act and its successors have re- 
sulted in a net gain to the Cuban sugar industry of $1,828,860,873. 
This amount of close to $2 billion would have gone to the United 
States Treasury except for the Sugar Act. 

You have heard witness after witness come before you, suggesting 
or intimating that the price of sugar in the United States should 
be the world market price. They point to the fact, for instance, that 
today the world raw-sugar market price is about $3.25 for 100 pounds, 
while the raw-sugar price in the United States is $6.05 per hundred 
pounds. And they ask, “Why should not the price of raw sugar in 
the United States be the world market price?” 

This kind of an argument is unfair, not only to the domestic in- 
dustry, but it is unfair to Cuba, as was pointed out by Mr. Crosby, 
a very fine gentleman who made a very splendid statement, which does 
credit to himself. The fact of the matter is that the world consump- 
tion of sugar is 40 million tons, and only 4 million tons of sugar finds 
its way into the so-called world market, which Mr. Myers has de- 
scribed as a market for sugar which has no home, or the dumping 
ground for sugar. 

How can business people come before you and try to sell you on 
the idea that in this great country, enjoying the highest standard of 
living in the world, that our price to the consumers should be the 
world’s dumping price. That is more than I can understand. If 
you will compare the price of sugar to the consumer in the United 
States with other civilized countries you will find this. As Con- 
gressman Hill said the other day, sugar is still the cheapest com- 
modity on the shelf of the housewife. For instance, the price of 
sugar in the United States retail is 10.5 cents per pound. In France, 
the price is about 14 cents per pound. In West Germany it is 14.3 
cents. In Ireland it is 15.4 cents. In Italy it is 18.3 cents. 

Those, mind you, are prices converted into American dollars. 

Mr. Poace. What is it in Belgium and Holland ? 

Mr. Wuuis. The chart has been offered in evidence. In some 
countries it is lower. 

Mr. Poage. Do not bother about it now. I thought that you had 
it before you. 

Mr. Wiis. Some countries are lower, but I have given compari- 
sons with typical European countries, without resorting to extremes. 
For instance, the price of sugar in Russia is about 60 cents per 
hundred pounds, 

You have heard Mr. Myers tell you, in addition now to the preferen- 
tial duty and tariff reduction treatment given to Cuba that the Cubans 
enjoy a quota premium of $1.90 per hundred pounds. This year Cuba 
will be enabled to ship into the United States 2,668,000 tons of sugar. 
Translate that into pounds, point off two places, and multiply it by 
$1.90, and that means that the preferential market in the United 
States for Cuba’s sugar this year will amount to $101,384,000. 

Again, I do not reproach Cuba. We made the law. But I say the 
so-called subsidies that they bandy around here, so far as the Ameri- 
can domestic ee is concerned, must be set side by side with 
the Cuban benefits. That is the only point that I make. 
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Let us take a look at the other side of the coin, Mr. Chairman. 
We are covet, as you have been told, in a vice, that is, the domestic 
industry. Because, as you have been told, improvements in our 
farming and milling processes our production has increased. Our 
eat per ton per acre this year is 20 percent more than it was 
in 1948, 

I was very happy, with the suggestion and the prodding of the 
United States Department of Agriculture, to take a part in improving 
our lot. We want to do it. Weshould do it. I was very happy also 
to have played a part with Congressman Boggs in the establishment 
in my district at Lockport, La., of a bagasse plant, where we will 
use the bagasse which is the stalk of sugarcane minus the juice for 
the manufacture of newsprint. 

, We have improved, and I do not think we should be penalized 
or it. 

Let us take Louisiana’s case, and then I am through. 

I would like to pass this around, please, to the committee mem- 
bers so that they can follow me. I should also like to have it made 
a part of the record. 

<a Cuamman. Without objection, it will be made a part of the 
record. 

(The tabulation is as follows:) 


Mainland cane-area acreage, production, and yield, 1948-55 














Production Yield per 
Year Cnattiees) (1,000 tons | acre? (tons 
’ sugar) sugar) 

OO aa i i i a aa i aa 336. 4 477 1.418 
WOO tine db et hidhbdddd cidecditthhde< Kibhdanak lp bein tbibcdbes 340.0 521 1. 532 
acta ince biatch c Aacciateaghce tn h Seagin iets Mit aly araheondad ill eiaenitine naan aninclea ctl 336.0 565 1. 682 
SNE cdiAdvdde pon datdindde ntibvindachbddch dedtienhsn ddbsaideeie 341.2 419 1. 228 
1952... 338. 4 605 1. 788 
WR nccdisne Chdabisnditiden dbp cdc dbase bebe scaattnalelin ent 345.7 630 1. 822 
WOR 6s ho ai Sid cohen d de ckdide chic ldtnbiasts ts ddodni~hdeabee 305. 2 611 2. 002 
1955 283. 4 aes eeaies 








1 Acreage of cane for sugar and seed. 
3 Total production divided by acreage of cane for sugar and seed, 


Mr. Wits. I address myself to the situation in Louisiana because 
I know it better than the sugar-beet area. You will find on this table 
that has been submitted our acreage production since 1948. 

In 1948, you will find it was 336,400 acres; in 1949, it was 340; in 
1950, it was 336—these are all in thousand tons; in 1951, it was 341.2; 
in 1952, it was 338.4; in 1953, it was 345.7; in 1954, when we suffered 
a cut of 10 percent, it was 305.2; in 1955, when we suffered another 
cut of 8 percent, it was 283.4. 

You will see in the mainland cane area our acreage has not varied 
by over 2 percent since 1948. 

You wifi iales find on that chart that our mainland cane quota is 


500,000 tons of sugar. 

In 1950 we produced more than our quota; in 1951—watch that 
figure—the acreage is the same, but the production was 419,000 tons 
orc because of the freeze that has been described to you; and 
then, in 1952-53 and in 1954, we exceeded the quota. So that we 
exceeded our quota 5 times since 1948, and 3 times we went over 
600,000 tons since that time. 
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You must understand, please, that sugar is a 14-month crop. Iam 
referring to sugarcane. Sugarcane is planted in the late summer, 
as early as August—August, September, October. By that time most 
of the crop is planted. That crop is not harvested until the next 
fall and the next winter. So it is difficult for you to reduce our plight 
by looking at a calendar year, such as this chart. 

Actually, for instance, you will see that in 1953 our acreage was 
345,700 acres. Then, on the calendar-year basis, the next year it is 
305,200 acres. Actually, the cut to the farmers was made in 1953— 
in the fall of that year. In the fall of 1953 the farmers were pre- 
vented from planting as much as before and were cut 10 percent over 
the previous year. 

What is the picture this coming summer? We suffered a cut of 
10 peer in 1954 and 8 percent in 1955. 

just received last week a statement—an announcement by the 
United States Department of Agriculture—saying that sugar hear- 
ings will be held in New Orleans on July 13, For what purpose? 
For the purpose of seeing how much we are going to be cut again this 
summer. 

The hearings must be held in July because the plantings will be in 
August, September, and October. 

Let me read two sentences from that announcement. 

Mr. Drxon. Will you yield? 

Mr. Wuu1s. Yes. 

Mr. Drxon. My figures show that this coming year, including the 
18 percent, it will go down to about 30 percent, that is what your 
acreage cut will be. 

Mr. Wiuts. We have been cut. 

Mr. Drxon. Is that right or not? 

Mr. Wuu1s. Let me put it this way: The past is finished. .We 
were cut 10 percent 2 years ago and 8 percent last year. What will 
happen this summer as a result of these hearin 

r. Drxon. In 1955 you have 281,000 acres and in 1956 the estimate, 
as I get it, is 200,000 acres only. That is drastic. 

Mr. Wuu1s. That is exactly what we are faced with, sir. 

In his announcement of the sugar hearings to be held in New Orleans 
on July 13, Mr. Myers states : 


Acreage restrictions must be continued for the 1956 crop to bring sugar pro- 
duction more in line with the quota and carryover requirements. 


Then on the next page he says: 


Pro rata adjustments will be made by applying a factor as required to attain 
the 1956 acreage objective. 

Gentlemen, he is simply saying to the sugar farmers of Louisiana, 
“Gird yourselves, boys, we are cutting you again in July, unless 
Congress acts before that time.” 

How much? I do not know. And the man who could give you 
a good estimate is with you, Mr. Myers. I do not want to guess. 

he figure that you quoted is substantially the information that 
comes to me, but I do know that because of the production of over 
500,000 tons in the last 5 years, we have an actual carryover of 
396,000 tons; in other words, our legal quota this year, the year of 
our Lord 1955, is 500,000 tons, but we are carrying over from the 
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past years 396,000 tons, 4,000 tons shy of four-fifths of a crop, They 
call that the effective inventory. 

Mr. Myers says what he would regard as the real carryover above 
normal is 998.000 tons. If he applies the strict formula in the hear- 
ings in New Orleans on July 13, in the light of this carryover, the 
Lord only knows what our cut will be. I cannot estimate it, but I 
will be glad to have you question Mr. Myers, for whom I have great 
respect, as to his analysis. 

The CuatrmMan. Do you know that Mr. Myers will take into con- 
sideration the normal carryover for your area? After his testimony 
the other day he said he certainly could not use the 400,000-ton figure. 
He would have to make an adjustment in the light of the normal carry- 
over - use the figure of 228,000 tons, or whatever figure he gave the 
other day. 

Mr. Wuu1s. I will read his statement as to the least we will be cut. 
Here is what he says in his announcement on that: 

Latest estimates indicate that the 1955 crop may exceed quota level of 500,000 
tons by as much as 50,000 tons. 

So it cannot be less than 10 percent. 

The Cuarrman. I see what you mean. If you add that 50,000 to the 
228,000. 

Mr. Wuuis. That is right. In other words, our quota is 500,000 
tons. He estimates our production this year of 1955 to be 550,000 tons, 
as.a minimum. So he has got to cut us at least 10 percent, but if he 
takes into consideration the carryover of 228,000 tons, from past years, 
that is when I used the words, that the Lord knows what will happen. 
Ask him. He is here. I do not know. 

Mr. JENNINGS. You mean the Lord, or Mr. Myers? 

The Cuarmrman. Suppose the administration makes a provision for 
buying and giving away through the relief aid program 100,000 tons. 
That would afford relief. I can see from these figures that if the law 
is administered as the Congress intended it should be, you will take a 
severe cut. 

Mr. Wiis. There is no question about it. 

The Cuatrman. You are complaining about a 28-percent cut over 
a period of 2 years. We took a 28 percent cut in 1 year in the principal 
crop in our congressional district. 

Mr. Wiis. I do not dispute that, Mr. Chairman. 

In addition to having the biggest sugar district in the United States, 
I have the second largest rice district in the United States. I know 
the troubles of our farmers. 

You are looking at one who stuck by you throughout your efforts 
to help the farmers. If you want to do some more for rice we would 
appreciate it. We appreciated what you did this year. We have 
been passing quickie bills, as we did in January to relieve cotton a 
little bit do not want to compare these crops. I say that we are 
all in a mess. 

The Cuarrman. I am not complaining because you are bringing this 
to our attention. Frankly, I think that the cane sugar people are in 
a rather distressed situation. 

I am very much impressed with your great interest in the matter 
and also the interest of Congressman Boggs. I do not know of any 
two men in Congress who have evidenced any more interest in the 
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problems of the cane producers in Louisiana or in the country than 
you two gentlemen. 

Mr. Poace. May I say that the gentleman referred to passing quickie 
bills on cotton. 

Mr. Wuitis. I used the wrong word. We acted hurriedly. 

Mr. Poace. I want to express my appreciation to the gentleman 
and all of the Representatives from Louisiana in supporting that 
legislation. May I go off the record? 

(Discussion off the record.) 

Mr. Wiu1s. I am going to put this on the record. I will reproach 
no one, Our experience on the floor of the House when we considered 
the parity bill taught us a great lesson and it is this, that which is 
done to the least in the farm element of our country, peanuts, can be 
done to the medium and ultimately to the biggest. And somehow 
if we do not hang together, we are going to be legislatively destroyed. 

Mr. Poacer. I agree with you entirely. 

The Cuarrman. I think you have made a very fine Pi eepenee 

Mr. Wixu1s. That completes my statement. I should like permis- 
sion to revise and extend it. 

The Carman. You may revise and extend your remarks. I want 
to say on behalf of the committee we appreciate the statement that you 
have presented. I am sure that your colleague, Mr. Boggs, concurs 
in the views that you have presented. Is that true, Mr. gs? 

Mr. Boaas. That is correct. I would like to add 1 or 2 things, if 
I may. 

The Cuarrman. Yes, sir. 


STATEMENT OF HON. HALE BOGGS, A REPRESENTATIVE IN CON- 
GRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF LOUISIANA 


Mr. Boces. I should like to make this statement, because I think 
that my colleague, Mr. Willis, has covered the situation very thor- 
oughly, except for one thing, that is, the history of this matter which 
we have before us. 

We in Louisiana have been attempting to get relief for the past 2 

ears. 
: Last year in the last session of Congress, Congressman Willis and 
IT introduced bills. We never got a report on those bills. We never 
got any action on those bills. 

This year the representatives of the industry, that is, the domestic 
industry, principally, met time and time and time again with the De- 
partment of State and the Department of Agriculture, and every 
effort was made to bring some agreement out of those Departments of 
the Government before this matter was brought to the Coiigne: 

Finally, in April Congressman Willis and myself joined by 27 or 
28 of our colleagues introduced this legislation which is now before 
the committee. Nothing happened then. No report came out of the 
Department of Agriculture or from the Department of State. 

In my judgment every effort was made to prevent any action on this 
legislation. 

Finally, because of the fact that your distinguished chairman—you, 
Mr. Chairman, recognized the very serious problem confronting all 
of our people—was kind enough and considerate enough to rearrange 
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the schedule of this committee’s hearings, and set these bills down for 
public hearing, we started getting some action. : 

Then, and only then, did the Departments come up with some sug- 
gestions and recognize the problem confronting our people. Finally, 
one other thing. Congressman Willis has touched on these hearings 
which are scheduled for next week in New Orleans. As he has pointed 
out with the existing condition, plus the anticipated 1955 crop, only 
the Good Lord knows what is going to happen to us. That is, if we 
do not pass this legislation. Not only are we not asking for any in- 
crease in acreage—we have already suffered an 18-percent cut in acre- 
age—and unless this legislation or similar legislation is passed it 
seems to me that the industry is just going to be confronted with the 
most fantastic disaster you can imagine. 

The idea of relieving us by going out and purchasing some sugar 
here or there or elsewhere without adjusting this market quota will 
not give us any relief, because unless this quota of 500,000 tons is in- 
creased somewhere down the line, then inevitably these acreage cuts 
must come in the drastic fashion now being produced by the Depart- 
ment of Agriculture. 

There is no other way to do it. And from the point of everythin 
that is fair and equitable, one thing that Congressman Willis is wel 
aware of but did not touch on, form 1948 until today when the popula- 
tion of the United States has increased probably by 20 sailticn or 
more—and it is now increasing about 4 or 5 million a year—our good 
neighbor to the south of us, Cuba—and the Lord knows I am not here 
speaking against Cuba, they are a fine customer of ours and fine peo- 
ple, and I want them to prosper and to get along—but from that time 
on, they have had 96 percent of every new American, the consumption 
of every baby born in this country. 

I think that the proposition that faces our domestic people is one 
that cries out for relief. I do not know what is going to happen to 
us if we do not get relief. 

The Cuatrman, I think Mr. Willis did touch on that, perhaps before 
you came in. 

If the recommendation of the Department of Agriculture which is 
concurred in by the State Department goes into effect in 1956 would 
you be pleased with that operation in 1956—would that provide suffi- 
cient increase, Mr. Willis? 

Mr. Wixuas. No, sir. 

Mr. Boaes. Of course, we would not be pleased with that. In the 
first place, what is your understanding of the recommendation of the 
Department of Agriculture? 

The Carman. I have asked for it in tonnage. I do not know 
whether or not Mr. Myers has it here. If he does not have it at the 
present time, we will have it very soon. 

Mr. Myers. Mr. Chairman, so far as the mainland cane area is 
concerned, they would presumably get about 80,000 tons in 1956. 

Mr. Boges. Are you talking about a quota increase? 

Mr. Myers. Of the share. The mainland areas would get the first 
160,000 tons, divided 51.5 percent to beets and 48.5 percent to cane. 

Mr. Wiis. Would that be a quota increase, or would that just 
be taking 100,000 tons off the market ? 

Mr. Myers. The 100,000 tons was for 1955. The other was quota 
increase for 1956. 
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Mr. Bass. Let me get that. 

The Cuarrman. You would permit them to expand—under the pro- 
posal we now have before us, the cane producers would be permitted 
to expand their production by 80,000 tons in 1956? 

Mr. Myers. At least their marketing, sir. And then we would 
resolve that back into production and acreage. It would tend to relieve 
the surplus. 

The CHarrman. The tonnage would be about 80,000 tons. 

Mr. Bass. That would not give them any increase, the rate at which 
they are producing. 

Mr. Wits. Let me explain that. 

The Cuarrman. I understood you to say that 80,000 tons that you 
gave me as a figure would be reflected in the acreage, in an increased 
acreage. 

Mr. Boggs. No. 

Mr. Myers. It would offset certainly the decrease of acreage which 
they are fearing now. So far we have not been able to cut the acreage 
fast enough to keep up with this increased yield. How long it can go 
on I do not know. 

Mr. Boses. Just for the purpose of clarification may I ask Mr. 
Myers a question ? 

The Cuarrman. Certainly. 

Mr. Boces. Mr. Myers, does your program contemplate beginning in 
the crop year 1956 an increase in the basic domestic quota from 500,000 
to 580,000 tons? 

Mr. Myers. It does not state it quite that way, Mr. Boggs. It pro- 
vides that for 1956, 55 percent of the increase in domestic consump- 
tion over 8,350,000 tons will go to domestic areas and that of the 
first 165,000 tons, 51.5 percent will go to the mainland beet area and 
48.5 percent to the mainland cane area. That was arrived at on the 
basis of the 85,000 tons for beet and 80,000 tons for mainland cane in 
H. R. 5406 and similar bills. 

Mr. Wits. May I suggest, perhaps, that we might get together 
with Mr. Myers and at least know what the proposal is about. I can- 
not answer questions here. I do not understand it. 

Mr. Boees. I do not, either. 

The Cuatrman. I can understand that. 

Mr. Wuu1s. About the acreage. 

The Cuarrman. We have before us a formula. It is difficult to 
understand by reading this so I asked him to break the formula down 
into tonnages, so that we could look at the net result that would be 
accomplished in the event the recommendations of the Department 
were approved. 

Mr. Wix11s. Permit me to say one more word. Any way you look 
at it, the proposal by the administration does not give us as much 
relief as the proposal under our bill. 

Please bear this in mind, that even under the bills that we have 
introduced, Louisiana and Florida, anyway, will not get 1 additional 
acre for approximately the next 6 years. That is when the act expires. 

We are not asking you for 1 acre more at this time. We are not 
going to get 1 acre more; not even under the proposal we have intro- 
duced, because it will take us about 5 or 6 years in the participation of 
this growth formula to lop off this accumulated carryover. 
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The CHamman, All right; you are asking for an increased 
quota. 

Mr. Wiis. Yes; to lop this off, this carryover. 

The Cuairman. And you want that as of now? 

Mr. Bocas. Yes. 

The Cuareman. In 1955? 

Mr. Wis. Yes, sir. 

The CHarrman. And you would not favor legislation that delayed 
that relief until 1956? 

Mr. Boces. If I aay answer that, because next week, July 13, Mr. 
Myers is conducting hearings in New Orleans on the basis of the 
existing law. And unless something is done about it, that is the 
situation. 

May I ask him one other question ? 

The Cuarrman. Yes. 

Mr. Boees. Assuming that this act is not changed—— 

Mr. Wiis. And take into consideration the carryover. 

Mr. Boaas. Yes; plus the anticipated crop of this year, what is 
your rough estimate of the acreage cut that will be required? 

Mr. Myers. I have not undertaken to make that computation. 

I have heard these references. I think they came out of Louisiana 
and the mainland cane area folks generally about this 30 percent in- 
crease that would be required another year. I do know that the 
prospect is now if your crop continues that you will add another 
50,000 tons to this carryover, which we will have to make a further 
acreage cut on. 

The Cuarrman. That aggravates the problem ? 

Mr. Myers. That is right. 

The Cuareman. This 1s a practical proposition. You gentlemen 
from Louisiana want relief now. Both of you have been in Congress 
long enough to be realistic about proposed legislation. You are 
familiar with the message read here by Mr. Holland of the State De- 
partment which was emphatically in opposition to any change effective 
in the current year. 

I hope that when Mr. Benson comes up here on the 14th he will give 
us, emphatically and clearly, the views of the administration so that 
we will understand what we are faced with. 

Mr. Wiuts. May I address myself to that point? 

The CHarrman. Yes. 

Mr. Wiis. I have been receiving, and there have been channeled 
to me by Members of Congress, letters propagandizing the United 
States industry for the last year, for a long time, and I have those 
letters, a stack that high [indicating]. They started by saying that 
we were violating a treaty. More recently, they have been using 
or have coined the term, changing the rules in the middle of the game. 

That sounds like good Lincoln talk, but what they have been imply- 
ing is that Congress has somehow committed itself to do nothing this 
year. 

’ I humbly submit to you, sir, that the Cubans are putting the saddle 
on the wrong horse. The shoe is on the wrong foot. In 1948 we 
granted special concessions to Cuba. We respected the law from 
1948 to 1951. We were not too hurt in Louisiana and in the beet area. 
We did not want to be mean, so we went along. 
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We renewed the act in 1951. By the way, in 1951 we did grant 
relief, effective 1953, to Puerto Rico. 

I think what was implied, was that when the formula became too 
burdensome we would change it. When I voted for the bill in 1951, I 
did so with the thought that if conditions changed to such an extent 
as to be unbearable to the domestic farmers, I would have the right 
to plead with you to amend the act. 

You have had people come here with very vivid imaginations; who 
have parroted before you, “Well, you are changing the rules in the 
middle of the game.” 

Let me remind you that just last Friday we had on the floor of the 
House a bill to change our military Reserve system. 

That same argument was used, that as to some of the reservists 
we were changing the rules in the middle of the game. I can give 
you the very words of one Congressman on that. And the answer 
was that, “We are sorry, but it has got to be done.” 

Now, there is very little difference between national defense to 
my farmers and the right to economic survival. 

The Cuatrman. In 1951 your situation was quite different. In 1951 
you came up with a crop 80,000 tons short. You did not have a 
carryover. 

Mr. Wru1s. Well now, all right, let us take that year. In 1951 we 
had a freeze. The production was reduced, but the acreage was the 
same. 

The Cuatrrman. But I was looking at the figures. You had 419,- 
000 tons. 

Mr. Wuuts. As Mr. Myers told you, if you had lived in the Third 
Congressional District of Louisiana during that freeze you would 
understand. We had to rush to Washington to try to get some relief, 
to ask the Government to buy our molasses. A large portion of the 
crop was converted into molasses. When a freeze occurs, the cane 
sours and by-by crop. That is what happened in 1951. 

However, the acreage is there. The acreage column is the one you 
should follow for 1951, and not production. 

The Cuarrman. Conceding that you have a problem, and conceding 
that this committee would like to help solve the problem, you know 
the views expressed by the State Department with reference to mak- 
ing this legislation effective this year ? 

Mr. Wuus. I say this to you, sir, and I am humble about it, but I 
think I know a little bit about the temper of the House, because I 
have talked to enough Members. You people get us a bill here out 
of this committee, and I think that we will pass it on the floor of the 
House. Do you not agree? 

Mr. Boees. I do not think there is any question about it. 

The Cuarrman. Mr. Laird desires to ask a question. 

Mr. Larrp. In your statement you blamed the Department of Agri- 
culture for holding up activity on this particular piece of legislation. 

Mr. Wiuis. Mr. Boggs did. 

Mr. Lamp. I think it was Mr. Boggs who did make that statement. 

Mr. Boees. I surely did. 

Mr. Larrp. The facts are such that they do not bear that out. This 
committee requested the statement from the Department of Agricul- 
ture, and the Department of State, and the statement was here in 
plenty of time for this hearing. 
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Mr. Boaes. Well now—— 

Mr. Lamp. I think that the Department cannot be blamed for the 
lack of our committee reporting out a bill, because the committee has 
not always followed departmental reports, anyway. We have not on 
many pieces of legislation this year. 

Certainly I do not think that the Department of Agriculture should 
be blamed because we do not have the bill on the floor of the House. 

Mr. Benson indicated that he would come up here and testify today 
or tomorrow. His testimony was scheduled for the 14th of July. 

I think it is the responsibility of this committee to report this legis- 
lation. 

Mr. Bocas. The gentleman addressed the question to me, and I would 
simply like to reply in this fashion: 

o. 1, as long as I have been in the House of Represeritatives— 
and that has been off and on since 1940—sugar legislation has been 
a bipartisan proposition. It has not been partisan. It has been spon- 
sored jointly by members on both sides of the aisle. 

No. 2, with specific reference to this legislation, the Department of 
Agriculture has been aware of this problem for 2 years. This is not 
any new thing to the Department of Agriculture. 

I am just speaking frankly now. Iam not trying to put any blame 
on anybody. 

My conjecture is—and I think it is pretty accurate—that the State 
Department did not want this legislation. They kept putting pres- 
sure on the Department of Agriculture to do nothing about it. And 
as a matter of fact, I recall that you got the report in here when Mr. 
Morse was testifiying, and Mr. Myers was here. I have a very high 
regard for those gentleman, as they know. 

Mr. Myers testified that day that he was then filing the report as of 
that minute; is that correct ? 

Mr. Myers. Yes, correct. 

The Cuarrman. The report was requested in April. 

Mr. Boaes. Let me go further and say this to you: That the reason 
these bills were not introduced until April, rather than on the 3d 
of January or the 5th of January, as Congressman Hill and Congress- 
man Hope will tell you, was because every effort was being made to 
bring the parties together. 

So they wait from January to April trying to get some agreement 
out of the Department of Agriculture, and the Department of State, 
and finally they gave up. 

Mr. Larrp. My point is just this. I think it is up to this committee 
to act, and not up to the Department of Agriculture. 

Mr. Boces. I could not agree with you more. I agree with you 
completely. 

The Cuairman. The Secretary of Agriculture is the chief agricul- 
tural officer of this Republic of ours. And if he furnished the proper 
leaders, and knew these people were in distress, he could have con- 
veyed a message to Congress. He could have proposed a bill, as they 
i og od do. 

Mr. Boges. He sure knew it. Asa matter of record, Mr. Chairman, 
the President of the United States went to New Orleans in October 
1952, before he became President, and he made a speech down there 
at Jackson Square, in which he pointed out the frightful problems 
confronting the Louisiana sugar farmers. 
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And he said that one of the first things he was going to do was to 
try to relieve that situation. That was in 1952. 

ene Bass. May I make a statement on the other speeches that he 
made ? 

Mr. Poacer. I would like to ask a question about this sugar legisla- 
tion, if I may, of the witnesses, jointly or severally, I do not care. I 
think the first thing this committee has to decide—I am merely asking 
this because I think I have to have information on it natene vote— 
and I think the other members of the committee will, too—the first 
thing, as I see it, is that we have to decide what percentage of the 
— American consumption do we want to produce in the United 

tates. 

Mr. Wiu1s. I will be glad to try to answer that question. 

Mr. Poace. I am not trying to trap anybody. I want your opinion 
on it, because we have to answer that question first. Until we have 
answered that question, we cannot answer these questions about how 
many acres we give Louisiana, and how many acres to other places. 

Mr. Boaes. May I have that for just a moment? No. 1, I think 
that it is well to bear in mind, Mr. Poage, that sugar is the only major 
agricultural commodity that is not produced fully within the United 
States, unless you take coffee, of which there is no production in the 
United States. That is why in many ways the analogy made with 
tobacco and cotton or wheat or rice falls short, because in those situa- 
tions we not only produce all that we consume, but in every instance 
we also produce for the export market as well. 

In the case of sugar historically or, at least, since the enactment of 
the first Sugar Act of 1934, the beet-and mainland cane areas have 
produced roughly 30 percent of the American consumption of sugar. 
And this bill, if enacted as written, would not increase that one-tenth 
of 1 percent. 

Mr. Poace. I am not asking about that. Iam asking what you think. 
All that Mr. Boggs has said about the difference between export and 
import crops I know about. Let me try to make my question plain, 
because he did not answer my question at all, and I am sure it is 
because he did not understand what I was trying to get. 

I think wool is comparable with sugar. It is a major crop, but 
we do not produce but about one-third of the wool, just about the same 
as we do of. sugar in the United States. 

We did place in the wool bill a limit on what we wanted to produce 
in the United States. We said 230 million pounds of shorn wool was 
what we wanted. 

I think we all agree that we want a certain amount of American 
production of sugar. 

Mr. Boaes. We give you an answer in our bill. Just as you said 
in wool we would produce X number of pounds domestically, we say 
in this bill which is now before you that we will produce domestic cane 
up to 580,000 tons. 

What is the figure for beets ? 

Mr, Wiis. 1,885,000 tons? 

Mr. Boees. Right. And we will establish a formula of 35-45 percent 
participation in the population growth of the United States. That 
is it. 

Mr. Wuuis. The answer to your question was made and given by 
Congress in 1934, that is the 55-45 formula. 
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' The beet States, the cane States; Puerto Rico; Hawaii, and the 
— Islands in 1934 supplied roughly 55 percent of our consumption. 

The other areas supplied roughly 45 percent. 

We simply want to go back back to the old formula. 

So my answer to you is 55-45. That is the answer. 

Mr. Poser. I think that is a fair answer. You are willing to go 
along on the proposition that from here on out the domestic areas, 
including the offshore areas, will produce 55 percent of the consump- 
tion of the United States. 

You want it on a percentage basis and not on an absolute basis. 

Mr. Wiiu1s. No; that is not exactly the way the bill is written. The 
bill still hugs on to fixed quotas. In other words, under our bill the 
domestic cane quota, instead of being 500,000 tons, would be 580,000 
tons. 

And for the beet people, instead of being 1,800,000 tons, it would be 
1,885,000 tons, starting this year. 

Mr. Poaae. I understand that. 

Mr. Wiuus. Everybody would then participate in the increment 
of 55-45 in the same way, which, by the way, to the mainland cane 
area means a small portion of 55 percent. 

Mr. Bocas. Of the gross. 

Mr. Wiis. Of the gross; about 7,000 tons a year. 

Mr. Poage. You think we ought to try—and I have no objection— 
please understand I probably think that is about as fair a basis as any 
to go on—I am trying to get in the record what people want—what 
you want roughly then is 55. percent of all production present and 
future to be domestic, including the offshore ? 

Mr. Wiis. As a practical proposition, yes; but to be very accurate, 
{ would say it a little differently. 

I would say a fixed quota for the mainland cane of 580,000 tons, and 
then participation in the future growth. And in the growth we par- 
ticipate 55-45. 

r. Poace. You have it for 1955. You think that 20 years from 
now you should still have it? 

Mr. Wiis. Exactly. 

Mr. Poage. You think it ought to be on the percentage, and not 
a tonnage basis ¢ 

Mr. Wixu1s. Yes, sir. 

Mr. Poacr. You understand in wool we fixed it on the tonnage basis. 
I am not advocating that. I am trying to find out what you want. 
bs te it to be on a percentage basis, rather than on a tonnage 

asis 

Mr. Wixu1s. In the bill actually it would be a fixed quota, plus that 
participation. Substantially what you are saying. The answer to 
that is “Yes.” 

Mr. Poagr. It seems to me you are trying to eat your cake and to 
have it, too. 

I understand the ae of having a fixed quota, because if 
conditions get bad—I think that is what you looked for in 1948, what 


most of us looked for—you felt that if you had a fixed quota guaran- 
teeing you this much sugar, 500,000 tons, if the bottom fell out of 
things, and nobody was buying sugar, you would be better off than 
if you had that percentage, because Cuba would take all of the loss. 
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Of course, that is exactly the way we have had it for the last 5 or 
6 years, but instead of the bottom falling out, it has gone up; the con- 
sumption has increased, and Cuba has gotten all of the gain. 

You take the risk out of things when you give yourself a fixed quota. 
You have a guaranty that you are not going to suffer by any depres- 
sion. Cuba will take all of the cut. You are not going to take any 
of it on that sort of a basis. 

As I see it, you are asking for both the fixed quota and the per- 
centage formula at the same time, so that you cannot ever go below 
your present tonnage and also you will have a percentage of the 
growth, so that you cannot ever fail. If things go up you gain, if 
things go down, Cuba takes the loss. 

Is that not what you are asking ? 

Mr. Wiis. Of course, a partial answer to your question is that if 
the bottom were to fall out nobody would get any price at all. 

By the way, if there is no population increase, we are not going to 
get a grain of sugar, any more than Cuba will. We are assuming that 
the trend will continue. 

Mr. Poage. I understand that, but if we were to go back to the evil 
days of the early thirties and consumption would fall off, with a fixed 
quota you would still sell that fixed quota, because under no conceiv- 
able circumstance would consumption fall down below that fixed 
quota. You would continue to sell that fixed quota. However, under 
those circumstances there would be a substantial reduction in the 
foreign. 

Mr. Boces. May I interrupt you? There is also a fixed quota, you 
see, for the other areas, for Cuba, so that the same situation applies 
to them. 

Mr. Poace. Just how do you mean that? Ido not understand that. 

Mr. Boggs. For all practical purposes, that is how it works out. 

Mr. Poaeer. It does as long as consumption is going up. 

Mr. Drxon. Will you yield? 

Mr. Poace. Yes. 

Mr. Dixon. Cuba has 2,668,000 tons, and that is fixed just the same 
as ours is fixed. 

Mr. Boaes. Not exactly. 

Mr. Poage. I do not understand that it is. 

Mr. Fernoés-Isern. Will you yield? 

Mr. Poage. All right. 

Mr. Frrnos-Isern. The law as it stands now has a floor for Cuba. 
If she should get less than that amount or go down to that amount, 
then the domestic fixed quota would have to come down to that guar- 
anty, that floor for Cuba. That is in the law now, if I am not mistaken. 

Mr. Poacer. It would have to come down ? 

Mr. Drxon. All we are asking is a fair break. 

_ Poacr. That is not a fixed quota, but a percentage quota, is it 
not ¢ 

Mr. Fernos-Isern. There is a floor. In other words, all of the losses 
in any case will not be taken by Cuba. If it goes down, the consump- 
tion should go down too much, then the mainland and the domestic 
quotas would also have to be reduced in order not to reduce Cuba be- 


yond a certain point. I think it is 2,300,000 tons. 

Mr. Wuuis. Another partial answer is this: Sugar legislation has 
always been on a temporary basis. It is proposed to be extended now 
for 6 vears. 
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The Caarrman. It has not been on a temporary basis. It has been 
on a 5-year basi 

Mr. Wits. I mean on a period basis. It never has been a perma- 
nent law. So a partial answer to that is that this law comes up for 
review. I do not think anyone in this room will deny the fact that 
the papain is increasing. It was 160 million in September of 
1953. ‘Two weeks ago I saw the ticker on television where it was 
stated that it was 165 million. 

I do not think there is any question but this growth pattern is 
going to continue, but you may review it 6 years from now. 

The CuatrMaNn. Let us go back to the proposition recommended by 
the Department. 

T am not clear as to what your answer is. Under the formula recom- 
mended by the Department becoming effective in 1956,-the situation 
would go back to the 55-45 proposition, and you would then partici- 


pate in the growth. 
Would that be pleasing to you? 
Mr. Wiis. y, of course. You know what that growth means 


to the cane area. In 1956 it means 7,000 tons, 

We have got to have an increase in the basic quota. 

Mr. Boees. Providing you get a basic quota of 80,000 tons. 

The CHamman. You are getting down to what I want to find out. 
You want an increase in the basic quota for the cane area of 80,000 
tons ¢ 

Mr. Boggs. Right. 

The Cuarrman. And then you want participation in the growth? 

Mr. Boees. That is it. 

The Cuarrman. If you take 80,000 tons for Louisiana, now effective 
in 1955, you take that away from what Cuba would otherwise have. 

Mr. Wiis. Let us get that straight. 

We are not taking anything away below what it received last year. 
Cuba’s share this year, announced by the Department of Agriculture, 
is 2,668,000 tons basic. We are not taking a grain of sugar away 
from that. 

As a matter of fact, it is estimated that the total consumption will 
be 8,400,000 tons, so that we are playing with an expectation of 200,000 
tons increase over 8,200,000 tons. And this 188,000 tons we are talking 
about is to be taken out of that 200,000 tons. 

The Cuarrman. If we pass no law at this session—— 

Mr. Wiu1s. Then we are in a mess, 

Mr. Boaes. We are in a terrible fix. 

The Cuatrman. If we do not pass the law amending the sugar act 
at this session Cuba will enjoy certain benefits which you want to 
enjoy yourselves as of this year? 

Mr. Boees. And Mr. Willis and I will not be able to go home, either. 

The Cuarrman. You should be welcomed there with a brass band 
and with the flags flying for your hard work on-this legislation. 
ae eee A lot of good that will do us if we do not get a bill 
through. 

The Cuatrman. The thing about it is that if the bill that is before 
you does not afford relief —— 

Mr. Wiis. When a bill is before you. 


65704—55——_40 
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The Cuarrman. When a bill is before you. I haye not:any control 
over that. If and when a bill is before you, if it does not provide 
immediate relief for Louisiana you would feel constrained to oppose 
it, would you not? 

Mr. Boges. To oppose it. ! 

Mr. Wits. Well, now, I would feel constrained to fight like the 
devil to have an amendment on the floor and thereafter you know how 
things develop there. 

The Cuarrman. If we report the bill like you want it reported and 
we meet with the opposition of the State Department and perhaps of 
the White House, where are we then? 

Mr. Wriu1s. The State Department does not vote on the floor. 

The Cuarrman. They do not vote on the floor, but we passed H. R. 
12 in the House. 

Mr. Wits. The State Department has never been too much for this 
legislation. 

There was only one time that I thought Mr. Crosby was off color 
when he said that he might take a risk of going back to presugar 
legislation. 

o not let anybody kid you. Cuba needs very badly this legisla- 
tion, very badly. 

Mr. Boaes. May I say one thing there? 

The CHarmman. Yes. 

Mr. Boggs. I agree with what Mr. Laird said here a minute ago. 
I think it is our responsibility as the Members of the Congress to 
write the legislation. If the executive department, after the Con- 
gress has acted, wants to assume the responsibility of a veto of legisla- 
tion which is absolutely vital for our domestic economy, then it is 
their responsibility. 

The Cuarrman. You are talking about future responsibility. 

Mr. Boees. I am talking about our responsibility right now. 

The Cuarrman. I am not willing to sit here and have somebody 
suggest that this committee has been dragging its feet from January 
to July. 

ria Mr. Chairman, I do not think I suggested that. 

The Cuarrman. I know that when this legislation was introduced 
the clear implication was that we were sitting here doing nothing. 
We were waiting and waiting for a report. I requested the report in 
April. I received the report in July. We finally received the recom- 
mendation, the final recommendations of the Department, on July 2. 
I immediately introduced the bill—had not even read the bill intro- 
duced, because the Department brought it here. 

The Department of State and the Department of Agriculture are 
jointly interested in a situation such as you present here. If it is 
aggravated as you say it is, then it is up to the administration to 
bring some leadership into play and to make some recommendation. 

You know the rule is that you send the bill to the Department of 
Ariculture for a report. I sent the bills. We received no report. I 
delayed the hearing for that reason. 

I was fully aware of what you said; that these groups were meet- 
ing, onary segment of the industry meeting week after week after 
week. They were reporting to me that they were still in disagreement. 

The last time this bill went out of this committee in 1951 it went 
out almost with complete agreement. The bill passed and went on 
and was signed by the President. 
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Mr. Bocas. Let’me try to make my position clear about that, if 
anybody has any doubt about that. I said in response to a question 
by Mr. Laird—— 

"The Cuatrman. I do not want you to accept the criticism of Mr. 
Laird as that of this committee. 

Mr. Lar. I was not criticizing the committee. I was stating that 
T objected to the criticism of the Department of Agriculture, because 
I know something about the trouble that the Department of Agri- 
culture had in getting another department in the executive branch 
even to agree on any report. I do not think that simply because the 
Department of Agriculture had some difficulty in getting that agree- 
ment that that should limit us in taking action. 

The Cuarrman. I requested reports from the Department of Agri- 
culture, the State Department, and the Department of the Interior. 

Mr. Boges. Rather than you got the impression that I directed any 
criticism at this committee. 

The Cuarman. I know that you did not. 

Mr. Boaes. Quite the contrary. I agreed with him on the proposi- 
tion that it was our responsibility to write the legislation. And it 
is. But so far as the responsibility for this bill is concerned, in my 
opinion, if you had not been kind enough to rearrange the whole 
schedule of this committee to conduct these hearings I do not think 
= would have had any report from the Department of Agriculture 
today. 

The CuatrMan. We have received a report from the State Depart- 
ment,.and not until June 23, the day after the hearings began, did 
we receive a report from the Department of Agriculture. 

Mr: Boces. To finish my point, in the presentation I do not think 
that the Congress of the United States should be limited in writing 
this legislation on the theory of what the State Department may 
recommend after we pass it. 

The Cuarrman. You and I do not intend to leave the impression 
that this committee is going to legislate as the State Department or 
= ete. of Agriculture or any other department wants us to 

islate. 

was trying to follow the routine procedure in the committee. 
We have formerly awaited reports. We have had these hearings. I 
said we were going to set aside 3 or 4 days. Now we are going into 
wee 

What I am trying to come up with is this, if we pass a bill out of 
here that is pleasing to you, the Hope bill or any other bill, and we 
take it to the door: t was hoping that we could compose some differ- 
ences and avoid a floor fight which would result disastrously. 

Mr. Hi. I want to ask Mr. Willis a question or two. As you know, 
I have not interrupted you. This is the first time I have said a word. 

No. 1, just exactly what has happened to the sugarcane industry 
is what will ——s to the beet industry unless we do something now. 

Mr. Wiis. I a with you. 


Mr. Huu. I told our chairman yesterday that we had devoted 
long enough to this, that the job of the committee was to write the 
bill. Ifthe executive department, including the Department of Agri- 
culture, wants to advocate a veto of the bill, that is their privilege 
and business. We are the Agriculture Committee of the House. 
Now I want to say another thing. 
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I do not know whether you were in here before, but I questioned 
every witness as carefully as I could, to find out just exactly what 
they knew about the legislation now. 

You will recall it was Mr. Chapman or Mr. Powe that absolutel 
stated—it is in the record—that they were in favor of dropping bac 
to the old historic 45 and 55 percent of the increase. 

Mr. Wits. That is right. The State Department is for that as 
well as the Department of Agriculture. 

Mr. Hix. I think it will surprise everybody as to the number of 
points in this bill with which we all agree. 

You have made a most wonderful statement here. I could make 
the same statement, the same identical statement for beets, if I should 
say what situation we will be in, in 2 or 3 years from now. 

It is time to change this legislation. 

Mr. Drxon. Will you yield? 

Mr. Hix. In just a moment. They both agree we should go back 
to the old historical background of 45-55 on this increase. 

The business of the Director of the Sugar Section is to set the ton- 
nage of what he thinks the consumption is going to be. He does not 
set that on a 5-year period. He sets that each year. No one has 
mentioned that. 

As you so well brought out, there is no thinking on my part—I am 
sure you and I agree that we do not need it set at 8,350,000 tons. Let 
us set it at 8,250,000, and then purchase some sugar which would 
give us more growth quota this year and then begin the historical 
concept of shifting into the 45 percent and 55 percent in 1956. 

That is about the only thing we need to argue about. We must 
have a bill, if you are going to save the domestic sugar production. 

Mr. Wiis. I wholly agree. 

Mr. Hitz. I will yield now. 

Mr. Dixon. I would like to go on record with the gentleman re- 
questing legislation now, because our sugar-beet industry is not in an 
equally critical situation, but is in a critical situation. I would like to 
ask both of the gentlemen if they would not risk a veto, rather than 
take any more delay—on the bill that you have submitted and I have 
submitted ¢ 

Mr. Wits. I most certainly will. 

Mr. Boggs, I will. 

Mr. Wiiuts. Our responsibility is then at an end. I can face my 
a me and say, “I did not do it.” 

Mr. Hitz. One other point and I am through. 

There is not use of bringing up any argument as to why something 
has not been done in the past, whether it was Secretary Benson or 
— it was the Secretary of State. All of that is water over the 

am. 

I am not blaming this committee for one single thing, the chairman 
or any of our members, for what has not been done. But I say to you 
here this afternoon that we have delayed too long. We should now 

t together on this bill and get it out of this committee onto the 

ouse floor for passage. 

Mr. Wi1u1s. Let me add to the gentleman’s statement by saying, by 
so doing we would be doing what we have done in the past, that 1s, to 
approach this thing on a bipartisan fashion. 

Mr. Hitt. iheckaeie. 
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Mr. Drxon. Absolutely. 

Mr. Hix. Let me say one other thing for the beet growers of the 
Western States. We will support you folks from Louisiana and 
Florida with everything we have. 

I am glad to do that because I feel that this is something that is 
absolutely necessary, and necessary now. 

Mr. Hagen. In that connection, I would like to ask this question 
of both of you. You would not approve any legislation which did 
not meet the agreement of both the beet growers and the cane growers? 

Mr. Wiis. I think we have problems in both areas that must be 
faced. 

Mr. Hacen. You would not approve of legislation just benefiting 
one group ¢ 

Mr. Wi1u1s. I would dislike to be put in that position. I will say 
this, that I hope that will not be the action of the committee. It de- 
pom upon what the committee does. I say that both areas must 

ave relief, 

The Cuarrman. The fact of the business is that the problem in the 
one anne is rather aggravated, whereas in the beet area it is not severe 
at all. 

Mr. Drxon. Will you yield? 

The CHarrMan. Yes. 

Mr. Drxon. I would like to make a speech, if you will give me a 
little time on that. 

The CuatrMAn. Mr. Myers said that he did not consider it of any 
great significance in the beet area. 

Mr. Wits. We have all introduced similar bills. That is the 
answer to it. 

Mr. Boces. The answer to the question is that Congressman Willis 
and I have introduced exactly the same bill as Mr. Hill and Mr. Hope. 

Mr. Hitz. And with most of those sections in that bill we can all 
agree. Wecan make 2 or 3 changes, and maybe a section, if necessary, 
and we can pass this bill almost unanimously out of this committee, 
I believe, Mr. Chairman. 

hn Bocas. If we divide the industry, why nobody will get any 
relief. 

Mr. Horr. Mr. Willis, I take it from what you have said that you 
are not insisting, notwithstanding the fact that you say we conclude 
our responsibility when we pass the bill—you are not insisting on a 
bill just like you and I introduced—you are willing to consider a com- 
promise, just as we have to consider compromises in all legislation, 
are you not? 

r. Wiixis. I will say that I have implicit confidence in all of the 
members of the committee and in yourself as minority member of this 
committee and the present Chairman, Mr. Cooley. You know the 
problem. We have given you the facts. You are old hands at these 
things. 

I am asking you to do the best you can in the light, however, of exist- 
ing circumstances. Let me be frank. I will not concede before this 
committee that we should have anything less than what is in those 
bills, because we reduced our demands after a year and a half of con- 
ferences in Washington and in the field, in the beet area, in the cane 
area, and at the Washington level. We pared the thing to the bone. 
I think that we reduced it to an irreducible minimum. 
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So I will not concede that we are entitled to less. I cannot do that 
because that would not be from my heart. But I still say you are the 
judges. It is in your hands. 

Mr. Horr. You would prefer, however, would you not, to have a 
bill which might give you a little less, temporarily, than no bill at all. 
After all, the disagreements here are on the temporary features, rather 
than the permanent features of this legislation. 

Do you not agree with that ? 

Mr. Wixu1s. I did not get the temporary — 

Mr. Horr. The disagreements, the big disagreements here are on 
the temporary features. By that I mean the immediate features, 
rather than the permanent features of this legislation. 

Mr. Wiis. Yes. 

Mr. Hore. Would you not rather have a bill—you might have to 
concede a little—to meet some of the objections that are made to the 
temporary features of this bill and get legislation which we could 
feel sure would be signed and would become a law, than to insist upon 
the letter of your bill and my bill and take the chance of getting it 
vetoed and going home without any legislation ? 

Mr. Wuus. I do not want to be hardheaded about this thing. I 
have told you in my own way how [I look at it. And in the light of the 
facts I do not think we are entitled to less. 

We meet those things. I am a member of two committees. We 
have the same problems. 

It is your problem to wrestle with it, but I will not at this time 
concede that we are entitled to less, which is not saying I am going to 
vote against anything less. 

Mr. Horr. I am not asking you to concede that. It seems to me 


that all of us who have served here in Congress sometimes must real- 
ize that all legislation is the result of compromise. 
I cannot recall that I ever got any bill through of any importance 
just exactly like I wanted it. There may be minor bills or private 
ills that go through without any changes, but any bill of any im- 
portance is usually changed in its course — the Congress. 


I am not insisting on this bill, as far as I am concerned going 
through exactly like it was written. I realize probably that it will not 
go through that way. I want to get the best bill that can be gotten 
in the light of all the circumstances. 

You are not disagreeing with that are you? 

Mr. Wiis. No, your experience about legislation is mine. Get the 
best bill. I think that we have asked for the least. Get the best 
bill you can. 

The Cuamman. We thank you gentlemen very much for your ap- 
pearance. 

I am wondering if any of those whose names are listed as witnesses 
would be content to insert statements in the record ? 

Mr. Rogers. Yes, sir, I have one that I will be delighted to insert 
in the record. 

The CHamman. You may present that for the record. We ap- 
preciate your appearance. 

(The sebanhataieeat of Hon. Byron G. Rogers, a Representa- 
tive in Congress from the First District of Colorado is a follows:) 
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Statement or Hon. Brron G. Rogers, a RepreseNTATIVE IN 
CoNGRESS FROM THE First District or CoLoRADO 


Mr. Rogers. Many thanks to this committee for the privilege and 
opportunity of appearing before you in support of my bill, H. R. 5412, 
a many identical bills as they relate to amending the Sugar Act 
of 1948. 

It was my pleasure to be present when Frank A. Kemp, executive 
committee chairman of the American Sugar Beet Industry Policy 
Committee of Denver, Colo., appeared before this committee and stated 
the position of the domestic producers of the United States. I believe 
the testimony given by Mr. Kemp is ample reason for this committee’s 
reporting legislation to amend and extend the Sugar Act of 1948. 

need not point out to this committee that prior to the original 
Jones-Costigan Act, the sugar-producing industry in the United 
States was in utter chaos. The sugar producers prior to the Jones- 
Costigan Act were unable to know from one year to the next whether 
it would be profitable to raise beets or cane for the production of 
sugar. The Congress of the United States took positive steps to 
stabilize the industry, and since the passage of the Jones-Costigan 
Act the producers have been able to proceed in their production with 
ad of certainty that they never enjoyed before. 

The present legislation would restore the formula that existed 
prior to 1948 and give to the American producers their share of the 
increased consumption of sugar in the United States. I believe it 
unfair that the American producer should be denied his portion of 
the increased consumption in the American market. I therefore urge 
that you make a favorable report on this legislation and present it to 
the floor for early action. 

Mr. Wuuis. May I offer a 214 page supplement to Mr. Kemp’s 
statement that he made previously? He appeared for all of the 
industry. He asked me to put the following in. 

The Cnaabitiih, Without objection, that will be done. 

(The letter dated June 29, 1955, is as follows :) 


AMERICAN SuGAR BEET INDUstry PoLticy COMMITTEE, 
Jume 29, 1955. 
Hon. Harortp D. Coorry, 
Chairman, House Committee on Agriculture, 
Washington 25, D. C. 


Dear Mr. Cootey: Several statements have been made before your committee 
during hearings on pending sugar legislation which tend to impugn the efficiency 
of the domestic sugar industry. The fact remains, however, that the American 
industry is the most efficient producer of sugar in the world. 

Certain opponents of the domestic industry, with no basis in fact whatsoever 
for their statements, have used the smokescreen of lower dollar production costs 
as justification for guaranteeing a larger share of the American market to 
foreign suppliers. Cost in dollars per ton is not a valid measure of efficiency 
when comparing production of sugar in Cuba with production in the domestic 
areas of the United States. This is especially true when low cost in dollars may 
be achieved through exploitation of human beings and of natural resources. 
There is ample evidence that each “low cost” ton of sugar exported from Cuba 
carries concealed within it a high cost in terms of poorly paid workers and 
unrestored soil productivity. 

Official statistics show that American sugar farmers and processors pay the 
highest wages in the sugar world—whether these wages are expressed in dollars 
or in terms of purchasing power. American beet farmers in 1953 (the latest year 
for which data are available) paid their field workers an average cash wage of 
$7.71 per day plus perquisites, including housing. The lowest-paid laborer in the 
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factories of a typical beet sugar processor last year earned $1.463 per hour 
worked, or $11.70 for an 8-hour day. I am proud to emphasize these field and 
factory wages, and I am not at all surprised that foreign sugar interests are re- 
luctant to disclose theirs. A highly respected American newspaper, the Christian 
Science Monitor, reported on May 16, 1955, however, that a worker in the 
sugarcane fields of Cuba receives only about $2.50 per day. 

American farmers who grow sugarcane and sugar beets also maintain and 
improve fertility and productivity of the soil which is the most valuable na- 
tural resource of any country. They do it by spending money for fertilizers, for 
soil amendments and for soil conservation. These costs are reflected in the cost 
of American-grown sugar. But the yields of sugar beets and sugarcane per 
acre on American farms have steadily increased, to the benefit of every American 
sugar growing community. 

In Cuba, failure to fertilize and neglect of soil conservation have caused a 
steady depletion of the soil. The center of sugarcane production in the island 
has moved steadily eastward, leaving behind it wornout lands. Yields of sugar- 
cane per acre have declined. The dollar-cheap sugar produced in this way has 
robbed future generations of Cubans of their birthright in the once wonderfully 
rich soils of Cuba. 

Is this the path American farmers should take in order to be adjudged “effi- 
cient” by those who believe Cuban sugar is cheap? I am sure you will agree 
that, on the contrary, such practices are in fact very costly to the Cuban people, 
and should be condemned rather than fostered. 

The only true criterion for comparing the production efficiency between areas 
of utterly different wage scales and standards of living is that which compares 
production per acre and production per man-hour or man-day of labor required. 

On this basis, domestic sugar producing areas lead the world in efficiency. 
Even after adjustment for differences in growing and harvesting patterns, 
Hawaii’s production of sugar per harvested acre is at least double that of Cuba. 

American efficiency of production is steadily increasing while Cuba’s efficiency 
declines. Sugar beets in our Western States, for the 5 years ending in 1923, 
were grown at an average yield of 8.5 tons per acre. Thirty years later this 
average yield had increased 63 percent—to 14 tons per acre. Sugar produced 
from each acre had increased even more—from 2,298 pounds raw value during 
the 1919-23 period to 4,183 pounds in the 1949-53 period, That represents an 
increase of 82 percent. 

Cuba’s production of ‘cane per acre shows a sharp decline of 21 percent during 
this same period, from 19.2 tons average in the years 1919-23 to 15.2 tons in 
the years 1949-53. Average Cuban raw sugar production has decreased 11.5 
percent from 4,331 pounds to 3,833 pounds during the same period. 

The average acre planted to sugar beets during the 1949-53 period produced 
about 9 percent more sugar than the average acre of cane grown in Cuba during 
the same period. 

The tremendous strides in mechanizing production of sugar beets and sugar- 
eane in the United States have greatly reduced the man-hours required to 
produce a crop. This also is a measure of efficiency. 

The great progress of the domestic beet industry on this score was noted 
by the United States Department of Agriculture when it stated in The Agri- 
cultural Situation of August, 1954, that by 1952, “use of mechanical harvesters 
expanded to 87 percent of the acreage” and found that in just the short span 
from 1950 “the gross savings in 1952 for all beets harvested amounted to more 
than 3 million man-hours,” Since 1952, mechanical beet harvesting has con- 
tinued to expand, and an estimated 95 to 98 percent of the beet crop last fall 
was harvested by machines. Other operations, including the spring thinning, are 
rapidly becoming mechanized. There are no oxen in the American beet fields, 

In 1953, American beet farmers produced a ton of sugar (raw value) with 
only 4.22 man-days of labor in the fields. This represents a world’s record for 
beet sugar production efficiency. Hawaii in 1953 led the word, as it still does, 
in efficiency of cane sugar production—with only 2.98 man-days of field work 
required for each ton (raw value) of sugar produced. Florida, using 4.32 
man-days per ton, was a close second. 

By all tests other than strict dollar-costs of production, sugar is produced 
more efficiently by American sugar producers than by the producers of any 
foreign land. Dollar-cost comparisons reflect differences in wage scales, living 
standards, and maintenance of soil productivity rather than differences in over- 
all efficiency. The high American standard of living requires American sugar 
producers to meet standards which far exceed those of their foreign competitors. 
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We are proud and glad that American farmers more than meet these respon- 
sibilities. 

This statement has been prepared as a supplement to the testimony of Mr. 
Frank.A. Kemp on behalf of the domestic sugar industry. Fifty copies will 
be supplied for the use of members of your committee, and we request that this 
statement be inserted in the record. 

Respectfully yours, 
Rosert H. SHreips 
(For the American Sugar Beet Industry Policy Committee). 

The Cuarrman. Is there anything further? 

Mr. Dixon. I would like permission to insert a statement in the 
record. aa 

The Cuarmman. Yes, sir, Dr. Dixon, you may have that privilege. 

(The prepared statement of Mr. Dixon is as follows :) 


STATEMENT OF Hon. Henry Axpous Drxon, A REPRESENTATIVE IN 
Coneress, OF THE First Coneressionau Districr or Ura 


Mr. Dixon. The domestic producers of sugar, both beet and cane, 
are in distress and I stand for helping them and helping them now. 
My two colleagues, the gentlemen from Louisiana, Mr. Boggs and 
Mr. Willis, have expressed regret at the slowness of action on the part 
of the Department of State and the Department of Agriculture to 
get together on a sugar program. In fairness to the Department of 
griculture I should like to say that to my knowledge the Department 
has been pressing hard for months to get a satisfactory solution to our 
sugar Srchinns, 
hat I now devoutly hope is that the same charge of delaying 
action cannot justifiably be made against. the Committee on Agricul- 
ture, of which I am a member. 

The domestic areas are suffering severe hardships due to present 
fixed quotas which do not permit farmers of the United States to par- 
ticipate in the expansion in the United States sugar market. First, 
what are the facts regarding the domestic cane areas? Domestic cane 
areas acreage was cut 10 percent in 1953 and another 8 percent in 1954 
from the base acreage determined in accordance with the provisions 
of the Sugar Act. Despite these cuts in acreage, 115,000 tons of ex- 
cess Sugar was produced in 1954 in excess of the 1954 quota of 500,000 
tons. Unless the law is changed now to grant relief, a further cut of 
at least 30 percent would be required to bring stocks into line with 
normal carryover. 

The increase in production is the result of better methods of produc- 
tion. To further cut acreage in effect penalizes efficiency. Further 
cuts will force many domestic producers out of the production of 
sugarcane. As acreages are cut, unit costs of production increase. 
These acreage cuts are increasing costs to such an extent that farmers 
are unable to recover their costs. We certainly owe it to them to 
provide the kind of relief that will avoid forcing them out of business. 
The acreage of mainland cane for the last few years is as follows: - 


pedis Job Sle dd i LL 346, 000 
hhh Sind pb bbtem blew —chlbiclickeaidi Sin bib nilc Lael 306, 000 
teenie re minitin te geenpheiametas oe sitth pepeteicannnn winsanseeionlaiap eth mabe 281, 000 


If relief is not provided in 1955, the 1956 acreage would have to be 
less than 200,000 acres in order to bring supply into line with demand. 
These startling facts should be examined in the light of the fact that 
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in 1948, the year the present Sugar Act was passed, the acreage de- 
voted to domestic cane production amounted to 338,600 acres. There 
is no question but what domestic sugarcane growers are being seri- 
ously injured and need help this year from the Agricultural Commit- 
tee of the House of Representatives. 

The domestic beet-sugar areas are also suffering as a result of cuts 
in acreage. In 1954, there were 944,000 acres of sugar beets planted 
in the United States. The proportionate shares or acreage allotments 
issued by the Department of Agriculture for 1955 were only 850,000 
acres. While it is true that in some States the producers have been 
allowed to grow as many sugar beets as they desire this certainly is 
not the case throughout the country as a whole. Utah sugar pro- 
ducers have been cut from 34,568 acres to 30,347 acres. This commit- 
tee should realize that this acreage is divided up among 2,313 farms 
which means that each farmer is permitted to grow only about 13 
acres on the average. An ordinary-sized family can handle up to 
around 30 acres of beets without the necessity of hiring additional 
labor. The fact that the acreage devoted to sugar beets during the 
Korean war and World War II was down from previous acreage 
should not be used as a means of penalizing farmers who have tradi- 
tionally raised sugar beets. During the war, our farmers were asked 
to grow less sugar because we needed additional beans, canning crops, 
feed for livestock and other products that are adapted to produc- 
tion on irrigated acreages. Domestic growers should not be discrimi- 
nated against as a result of producing what was suggested in order to 
aid in the war effort. 

Witnesses have clearly set forth the demand for additional sugar- 
beet acreage for new areas such as the Columbia River Basin and 
the Red River Valley of the North. Veterans who fought for their 
country have been settled on new land in the Columbia Basin. In 
order to make ends meet on 80-acre tracts of land, farmers need to 
produce the crop best adapted to their land. Sugar beets are that 


crop. 

This committee must not lose sight of the fact that the entire growth 
of the United States demand for sugar is being given to foreign coun- 
tries. Equity and fair play require us to give an opportunity to 
growers in this country to furnish at least a part of the growth in the 
United States market. 

The present Sugar Act gives Cuba 96 percent of all increases in 
the United States market. We have been granting Cuba this conces- 
sion for 7144 years. Not only are we being unfair to United States 
farmers by continuing to give the lion’s share to Cuba but we are 
being unfair to other countries. 

The United States market is a huge market of extreme value. Cuba, 
by being granted a preferred position in the United States market, 
can sell sugar to other countries at a loss, if necessary. Countries such 
as Mexico, the Dominican Republic, Peru, Nicaragua, El Salvador, 
and others who are good customers of the United States and important 
symbols of our foreign relations with Latin American countries find 
such subsidized-competition quite unfair. In fact, Cuba can break 
the world market any time it desires by reason of its preferred position 
in the American market. 
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The record is quite clear that not only do we not have a contract 
with Cuba to continue giving that country practically all of the 
growth in the United States market but that Cubans are fully aware 
of that fact. The 5 years mentioned in connection with the Sugar 
Act of 1948 expired in 1952. 

In conclusion, I want to emphasize that our first obligation is to 
the farmers of the United States. They need to more fully partici- 
‘pate in the American market for sugar. The need is real, pressing, 
and immediate. Now is when farmers need help and now is the time 
for this committee to respond to that need. 

The Cuarrman. Is there anyone else? 


STATEMENT OF HON. GRACIE PFOST, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST CONGRESSIONAL DISTRICT OF THE 
STATE OF IDAHO 


Mrs. Prost. Mr. Chairman, I would also like to insert in the record 
a statement which I have prepared, as well as a letter from the Nampa 
Chamber of Commerce, my own hometown, a letter from the Beet 
Sugar Refinery Employees Union, No. 23822, of Rupert, Idaho, and 
a letter from the Payette Chamber of Commerce of Payette, Idaho. 

The CuHatrMan. You may have that permission. 

(The prepared statement of Hon. Gracie Pfost, together with the 
letter dated April 11', 1955, from the Nampa Chamber of Commerce, 
the letter dated March 7, 1955, from the Beet Sugar Refinery Em- 
ployees Union, No. 23822, and the letter dated April 27, 1955, from 
the Payette Chamber of Commerce, are as follows :) 


PAYETTE CHAMBER OF COMMERCE, 
Payette, Idaho, April 27, 1955. 
Congresswoman GRACIE Prost, 
Washington, D. C. 


Dear Mrs. Prost: This is to call your attention to efforts being made by those 
interested and those vitally affected by the inequitable distribution of our domes- 
tic sugar production on account of certain provisions incorporated in the Sugar 
Act of 1948 and amendments made thereto in 1951, during the period of adjust- 
‘ment following World War II. 

In order to assist Cuba to effect normal conditions again our domestic sugar 
industry accepted all restrictions outlined in 1948 and this assistance enabled 
Cuban sugar interests to work back up to normal levels. 

There are 21 States in which sugar-beet growing is of primal importance and 
according to statistics the annual increase of sugar consumption in our own 
country is around 125,000 tons and not one pound of this increased demand can 
be furnished by our own growers. Taking advantage of the situation Cuba has 
marketed, in addition to her allotted quota 5,250,000 extra tons of sugar, a direct 
result of the special provisions of the Sugar Act of 1948 and has now let her 
production soar to 8 million tons. 

Apparently immediate action is imperative to restore to our own sugar-beet 
growers their rightful heritage of reasonable acreage production, otherwise an 
additional reduction of 30 percent will be required to bring stocks in line with 
normal carryover. 

As time is of the essence for obtaining congressional action it is our request 
that you investigate further details of this situation and take action in the 
interests of not only our Idaho farmers but the farmers of 20 other States as 
well. 

Thanking you for attention. 

Respectfully, 


Harvey G. Green, President. 
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Bret SuGArR REFINERY EMPLOYEES UNION No. 23822, 
AFFILIATED WITH THE AMERICAN FEDERATION OF LABOR, 
Rupert, Idaho, March 7, 1955. 
Representative GRACIE PFOsT, 
Washington, D. C. 

REPRESENTATIVE Prost: The domestic sugar industry in the United States has 
a surplus of sugar valued at approximately $90 million which they were not 
allowed to sell under their 1954 marketing quota. 

We have been informed that of the sugar consumed in the United States under 
the present sugar quota for 1955 of 8,200,000 short tons, approximately 24 percent 
is domestic sugar. Although annual sugar consumption in the United States 
has increased about a million tons since the Sugar Act of 1948 was passed, not 
one ounce of this has been added to the rigid marketing quotas of the domestic 
beet and cane sugar areas. Yet the Department of Agriculture has restricted 
the planting of sugar beets to 90 percent of the acreage contracted in 1954. We 
feel that the restrictions on the growing of sugar beets will not relieve the un- 
employment conditions of the Nation but make it worse. 

Along with increased yields, American beet-sugar production has become high- 
ly mechanized and the American farmer now can supply the raw material for 
100 pounds of sugar with less time in the field than the farmers of any other 
country in the world. This progress is being jeopardized by the present market- 
ing quotas. 

Therefore, we are asking that immediate relief be granted whereby the do- 
mestic sugar industry will be permitted to sell its excess sugar now on hand and 
that a long-range program be worked out permitting the future increased sugar 
quota sales for the domestic sugar industry in the United States. 

Thanking you sincerely, 


Brent VILxeET, President. 
Desert C. BucKLeY, Recording Secretary. 


THe NAMPA CHAMBER OF COMMERCE, 
Nampa, Idaho, April 11, 1955. 
Hon. Gracie PFost, 
Congresswoman from Idaho, 
House Office Building, Washington, D. C. 


Dear Mrs. Prost: No doubt you are aware of the current requests to amend 
the Sugar Act of 1948, and the amendments made thereto in 1951. 

The present rigid restriction on domestic production of sugar is illogical and 
unjust in view of the expanding American market. Our domestic producers are 
overburdened with sugar stocks they may not sell in our own Nation, and are 
faced with the necessity of continuing acreage reductions to avoid even greater 
surplus stocks. 

Although our sugar requirements this year will be approximately a million 
tons over 1948—the time when the marketing quotas were established, our 
domestic sugar producers can market no more than their 1948 quotas. All the 
increase in the growth of the United States sugar market since 1947 has gone to 
foreign countries. All the increase in the growing United States sugar market 
will continue to go to foreign countries unless the present law is changed. Con- 
sumption of sugar in this Nation is increasing at the annual rate of 125,000 tons. 
Our domestic producers are certainly justified in requesting an equitable share 
of this expanding American market. 

As a Nation we want to encourage the best farming methods. Yet, under the 
present circumstances, increasing yields per acre lead to more acreage restric- 
tions and marketing controls. BEstablished growers are facing a 10- to 15-percent 
cut in sugar-beet acreage this year. 

We want to develop new reclamation lands in the West. Sugar beets are an 
important cash crop in many of these areas and are also vital to crop rotation. 
However, practically no farmers other than established growers will be per- 
mitted to plant any sugar beets at all. 

The original reasons for these marketing quotas and acreage restrictions 
are no longer valid. What was intended as a temporary aid to the Cuban sugar 
industry has been turned into an unfair advantage for Cuban producers. The 
action which the domestic sugar industry so urgently needs this year to relieve 
its critical situation can be obtained only by amending the Sugar Act now to 








AMENDMENTS TO SUGAR ACT OF 1948 629 


increase marketing quotas for the domestic beet and mainland cane areas, and to 
restore to all domestic areas their historic and just right to share in the growth 
of the United States sugar market. 

The board of directors of the Nampa Chamber of Commerce strongly recom- 
mends immediate legislation to secure these changes, and will be most appre- 
ciative of your help in enacting such legislation. 

Very truly yours, 
A. P. Hansen, President, 





STATEMENT OF Hon. Gracie Prost 


Mrs. Prost. Mr. Chairman and members of the committee, my name 
is Gracie Pfost. I represent the people of the First Congressional 
District of Idaho, and I wish to testify in favor of H. R. 5406, which 
is identical to the bill I introduced on March 31, H. R. 5411. 

I am extremely close to the problems of sugar-beet farmers, 
because I live in the Snake River Valley, which is one of the great 
sugar-beet producing areas of our Nation. Idaho’s largest beet-sugar 
factory—1 of the 6 in my State—is in my own home county of Canyon. 

I know the importance of sugar beets to the irrigated sections of 
the West. It is a cash crop, and the main source of dependable cash 
income for many of our farmers. It is the crop that buys groceries 
and clothing for the family, and that sends the children to school. 
Sugar beets are ideal for working into the program of crop rotation 
which our modern farmers recognize as essential to good farming. 
By using valuable byproducts—by feeding beet tops and pulp to 
livestock—our beet farmers have further added to the stability of their 
farming operations. 

The raising of sugar beets has a long history in Idaho, and the 
growth and progress of the beet-sugar industry in my State parallels 
and has been a major factor in the growth and progress of the State 
itself. The first sugar-beet factory in the State was established at 
Idaho Falls in 1903—52 years ago, and just 13 years after Idaho 
achieved statehood. The second was established at Blackfoot in 
1904. Another was built at Twin Falls in 1916, another at Rupert 
in 1917, one at Preston in 1922, and the last and sixth was built 
in my hometown of Nampa in 1942—13 years ago. 

Irrigation water is the lifeblood of agriculture in Idaho, and I 
think it is significant that with each new irrigation development there 
has been further development of the beet-sugar industry in the State. 
Sugar beets were among the first crops in these irrigation projects 
for one reason alone—because the beet crop was considered essential 
to the success of the projects and to the welfare of the families who 
staked their future on those newly opened lands. 

The beet-sugar industry in Idaho has always been progressive, 
for our farmers are progressive. They eagerly adopt and put into 
practical use the findings of the researchers in the United States De- 
partment of Agriculture, and of our State college, and of the sugar 
companies. For example, in the first 5 years of the effective period of 
the Sugar Act of 1948, Idaho farmers increased their average per- 
acre yields of sugar beets from 15.5 tons to 19.6 tons—an increase of 
26.4 percent, 

The beet-sugar industry plays a tremendously important part in 
the economic life of Idaho. It is a decentralized industry. Each of 
the six beet-sugar factories is in a different city or town, and in some 
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of these towns the sugar plant is the largest industry in the town, 
and its payrolls stabilize the business life of the entire community, 
Last year the payrolls of the sugar factories in Idaho amounted to 
oe $4 million. This is a considerable industrial payroll in a 


—— y agricultural area. 

irect income to farmers from sugar beets last year amounted to 
more than $18 million—and this does not include the additional in- 
come from feeding the byproducts to livestock. The beet-sugar in- 
dustry in my State added $414 million to the freight revenues of 
the railroads operating in the State, and the Idaho sugar companies 
bought supplies and services and invested in plant improvements 
for another $414 million. 

Factories supported Idaho schools and other community institu- 
tions through nearly a half-million dollars paid in local and State 
taxes. And of course the Idaho beet-sugar industry paid its full 
share of the more than $32 million in Federal taxes paid by the indus- 
try nationally. 

And so you see, this industry is of the utmost importance not only 
to Idaho agriculture but also to the general welfare of the State— 
and it is an industry that has been part and parcel with the growth 
and progress of our State. 

But what has happened to it since the present Sugar Act was 
passed, with its fixed quotas which prevent the growth that is so 
essential to all life? 

In 1947, the year before the Sugar Act of 1948 became law, we 
produced 1,761,000 tons of beet _— on 116,000 planted acres. Last 
year, in an effort to keep our production in line with the hampering 
ceiling of fixed quotas, we reduced our plantings of sugar beets to 
less than 93,500 acres. Because of technological improvements, we 
still produced more than 114 million tons of beet sugar. And this 
year we have been forced to reduce our beet acreage still further—to 
only 79,715 acres, a reduction of nearly 15 percent under last year, 
ad a reduction of more than 30 percent from the acreage planted in 
1947. 

Does this make sense? In a nation whose very spirit from the ear- 
liest beginnings has been the spirit of progress and growth, is it 
logical to impose oe ore enalties on progress, to deny the right 
to grow with the rest of the Nation? 

It is humilating that all the gr6wth to which we have the right is 
turned over to fietiann nations—and especially humilating when 
almost 100 percent of that growth is turned over to one nation. 

As a representative of the State that supplies more than 10 percent 
of the beet sugar produced in the United States, and, as an American, 
I ask tm to vote favorably for H. R. 5406, which will accomplish 
these things: 

(1) It will, by increases in basic quotas for the domestic industry, 

ive some recognition to the progress the American sugar farmer 
has made in improving his yields and increasing his efficiency, and 
give some relief to pressure of huge inventories which have piled 
up in spite of our efforts to control production. 

(2) And it will restore the historic principle that we in America— 
not foreign nations exclusively—have a God-given right to share in 
the growth of our own country. 
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After many months of delay, the administration 2 weeks ago pre- 
sented its broad outline of what it thought should be offered to meet 
the urgent needs of the American sugar industry, and not until yes- 
terday was any meat put on the bare bones of this outline. ile 


recognizing the nade of the principles embodied in my bill, the 
administration plan is disappointing in two major respects. 

It offers only a small measure of relief—far, far short of the actual 
needs of the domestic industry. And what relief it does offer it would 
not give to the industry today—but would put off until some tomorrow. 
And so the administration’s proposal fails to meet today’s needs of 
the industry today. I do not wish to suggest what may have influ- 
enced the administration’s decision or its proposal, but in the em- 
phasis on waiting for tomorrow and tomorrow, I think I can detect 
a voice from the Caribbean saying, “Manana.” 

The CuatrmaNn. Is there anyone else? 

Mr. Horr. I would like to offer for the record a resolution by the 
Chamber of Commerce of Garden City, Kans. 

The Cuarrman. Without objection, that may be done. 


(The letter dated May 24, 1955; with attached resolution is as 
follows :) 


CHAMBER OF COMMERCE, 


Garden City, Kans., May 24, 1955. 
Hon. Currrorp R. Hope, 


House Office Building, Washington, D. C.: 


The attached resolution represents the official viewpoint of the Garden City 
Chamber of Commerce relative to relief legislation for the domestic sugar 
industry. 

Won't you please support the legislation proposed? 

Respectfully, 
GARDEN Crry CHAMBER OF COMMERCE, 
Rosert B. SHELTON, 
Secretary-Manager. 


RESOLUTION 


(Passed unanimously by the Board of Directors of the Garden City 
Chamber of Commerce) 


Whereas the sugar industry is vital to the economic well-being of the Garden 
City area as well as the entire high plains and Rocky Mountain States; 

Whereas the present quota and rigid marketing provisions set forth in the 
Sugar Act of 1948 deny the sugar industry the historic right to grow with our 
Nation; 

Whereas these conditions adversely affect not only the sugar industry but tend 
to create a depressed agricultural economy in the area in which Garden City has 
a keen interest: Be it 

Resolwed, That the Congress of the United States be and hereby is petitioned 
to provide for immediate quota increases for the domestic industry; and that 
the Congress be and hereby is petitioned to restore to the domestic industry its 
historic right to share in all future increases in United States sugar requirements ; 
and be it further 

Resolwed, That the Garden City Chamber of Commerce hearily endorses and 
urges immediate action on Senate bill 1635 and House bill 5406, companion 
measures introduced to provide just relief to the sugar industry; and that the 
secretary-manager of the Garden City Chamber of Commerce is hereby instructed 
to forward copies of this resolution to the Kansas congressional delegation, the 
Secretary of Agriculture, the Secretary of State, and the Secretary of Interior. 

Passed by the Board of Directors of the Garden City Chamber of Commerce, 
May 23, 1955, 


Rosert B. SHELTON, 
Secretary-Manager. 
Hoy B. Eprine, 
President. 
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The Carman. Is there anyone else ? 

Mr. Frrnos-Isern. I have here a telegraphic report on the amount 
of cane which is in Puerto Rico, I offer that for the record now, 

The CHarrMan. Without objection, that will be made a part of the 
record at this point. 

(The telegram referred to is as follows :) 

San JUAN, P. R., June 27, 1955. 

Hon. ANTONIO FERNOS-ISERN, 


Resident Commissioner, 
1710 New House Office Building, Washington, D. C.: 


Re information requested by Garcia Mendez. Standover in fields at the 
end of harvest season. 1952-53 standover 860,000 tons cane, equivalent 98,000 
tons sugar. 1953-54, 1 million tons cane, equivalent 109,000 tons sugar. 1954-55, 
900,000 tons cane, equivalent 104,000 tons sugar. Sugar raw value, 

RAMON COLON TORRES, 
Secretary of Agriculture, 

The Cuarrman. Is Mr. Charles Teague in the room ? 

Mr. Urr. I have Mr. Teague’s:statement. He asked me to have it 
filed. 

The Cuarmman. All right, sir. Without objection it will be in- 
cluded in the record at this point. 

(The prepared statement of Hon. Charles M. Teague, a ee 
ative in Congress from the 13th Congressional District of California 
is as follows :) 


SraTeMENT BY Hon. Cuartes M. Tracur, A REPRESENTATIVE IN 
Conoress From THE 13TH Disrricr or CALIFORNIA 


Mr. Tracur. My name is Charles M. Teague. I represent the 13th 


Congressional District of California and would like to give my enthu- 
siastic endorsement to H. R. 5406. This bill is identical to H. R. 5619, 
which I introduced April 18. 

I am joined in this statement by Hon. Charles S. Gubser, Repre- 
sentative of the 10th District of California, who on April 18 intro- 
duced H. R. 5600, also identical to H. R. 5406. 

Congressman Gubser and I both represent sections of California in 
which the sugar beet has for half a century been an essential element 
in the agricultural pattern. One of our factories was established 
only 15 years after our State became a part of the Union. 

Altogether, 3 of California’s 11 beet-sugar factories are located in 
my district. They, too, have been a key part of the section’s economic 
life for many decades. There are over 700 sugar-beet growers in my 
district. 

One of the factories now has a serious problem, which problem is 
shared by the entire community. It is a problem that demands imme- 
diate solution. The difficulty arises from the fact that although sugar- 
beet acreage in our area and throughout California was cut more than 
20 percent this year alone, farmers have so increased their yields that 
more sugar has been produced than may be marketed under the present 
law. In effect, our growers and those elsewhere in the State whose 
beets come to our factories have been too efficient. 

The result in this one factory alone (Beteravia) is an accumulation 
of nearly 75,000 tons of sugar. Coney: of the sugar it produces 
this year, only 100 tons may be marketed—only the crop of one of 
our smallest farms. 
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Our growers are not unaware that at the same time this surplus has 
been building up, the market for sugar and other American commod- 
ities has been expanding, in ratio to the growth of the population. 
Their families and the families of their neighbors are, of course, a part 
of that market; they are important consumers of clothes and furni- 
ture and radios and refrigerators and of all other products of American 
industry and agriculture. 

But unlike the producers of these other things, they may not under 
the present Sugar Act. share in the greater demand for sugar. This 
right has been denied them, in fact, since 1948, when the population in 
California was about 1 million persons less than it is now. 

All of that increased market and all future increases are at present 
reserved for foreign suppliers, principally Cuba; 7 years ago there was 
reason for this arrangement. Guba had expanded its production dur- 
ing the war, to fill the gap left when our farmers went into the service 
and when our farms were diverted to other crops vitally needed in 
wartime. It seemed fair to give that nation an opportunity to readjust. 

Our domestic cane and sugar-beet growers were sympathetic with 
Cuba’s needs then and they are sympathetic now. The bill before us 
does in fact reserve for that country and other foreign suppliers 45 
percent of future growth in the market. 

A section of the bill provides domestic producers an increased quota 
now—to take care of such grave situations as that confronting the 
growers in my district—but even this would not reduce imporiutions 
from Cuba by so much as a pound. All of it and more can be supplied 
by the increased demand. 

As representatives of communities hard pressed by the present act, 
Congressman Gubser and I feel passage of H. R. 5406 is essential. 
Certainly the bill is reasonable and fair. We earnestly solicit your 
support. 


‘Lhe Cuarrman., Is there anyone else? 


JOINT STATEMENT OF HON. JAMES B. UTT AND HON. JOHN 
PHILLIPS, REPRESENTATIVES IN CONGRESS FROM THE STATE 
OF CALIFORNIA 


Mr. Urr. Mr. Chairman, I have a combination statement for Mr. 
Phillips and myself. I would like to give it, if possible. However, 
if there is not time, I will file it. 

The Cuarrman. Is it a prepared statement ? 

Mr. Urr. It is a prepared statement. 

The CuarrMan. You see what our situation is here. It occurs that 
it might be well to file those statements for the record. 

Mr. Urr. I wanted to add something to it, if I might. The state- 
ment itself does not carry Mr. Phillips’ name. However, we prepared 
it together. 

The Cuarrman. You may prepare that and turn it in later today or 
tomorrow. That will be all right. 

Mr. Urr. All right. 

(The prepared statement of the Honorable James B. Utt and Hon. 
John Phillips is as follows:) 

(The following statement in support of H. R. 5406 is made on be- 
half of Representative James B. Ut, representing the 28th Congres- 


65704—55——41 











634 AMENDMENTS TO SUGAR ACT OF 1948 


sional District of California, and Representative John Phillips, repre- 
senting the 29th Congressional District of California, which includes 
the sugar beet area of the Imperial Valley. While the statement is 
made in the first person singular, it represents our joint views in the 
matter. ) 

Mr. Urr. Mr. Chairman and members of the committee, I am grate- 
ful for this opportunity to express my views on H. R. 5406 which you 
are now considering. I have been following these hearings with a 
rreat deal of interest. California is the largest producer of beet sugar 
in the United States. I have had a great deal of personal experience 
in the beet-sugar business and I believe I know something about its 
problems. 

Frankly, Mr. Chairman, I have been greatly disturbed by some of 
the testimony which has been presented before your committee. I 
believe that the Congress has an obligation in working out this revision 
of the Sugar Act to be fair, not only to domestic sugar producers, but 
to our foreign suppliers as well. But I mean, Mr. Chairman, that it 
should be fair, and not that it should be pressured inte making a gift 
to any party simply because of the preferential position that such 
party has enjoyed heretofore. I am speaking, of course, of the posi- 
tion taken in these hearings by Cuba in its effort to sustain its favored 

osition at the expense of both the domestic sugar industry of the 

Jnited States and of other foreign countries. 

To put it bluntly, Mr. Chairman and members of the committee, I 
am simply fed up with the tactics of the Cuban propaganda machine to 
which your committee has been subjected in these hearings. It is one 
thing for a foreign power, or those who purport to tenn for a foreign 
power, to come before Congress and state its case. I welcome that. I 
think we should get all of the information that is available. It is 
quite another thing, however, for such a power, by means of one of 
the largest lobbying organizations ever assembled, to my knowledge, 
to come here and attempt to confuse and mislead the Congress. Un- 
fortunately, that is what has been occurring in the case of this Cuban 
sugar lobby and I think it is high time that the Congress did some- 
thing about it. 

I have in mind, among other things, the very vigorous attempt 
which is being made to convince the Congress that H. R. 5406 will 
impair the foreign trade of the United States by reducing the volume 
of Cuban sugar sales in the United States. That is absolutely false. 
On the basis of an 8,200,000-ton initial estimate of sugar consumption 
this year, Cuba was given a 1955 quota of 2,667,840 tons. This will 
not be reduced but ever stands to be increased. There is nothing in the 
proposals made in H. R. 5406 which will reduce the volume of sugar 
Cuba is presently shipping to the United States. 

Despite this fact, the Cuban propaganda line has been to convince 
the people and the Congress that somehow we would be reducing the 
amount of Cuban sugar sales in this country and thereby adversely 
affect Cuba’s ability to buy United States goods and services. It is 
not a fair tactic to create this false impression. There has been no 
evidence introduced into the record, to my knowledge, which shows 
any reason for fearing that Cuba’s purchases from the United States 
should decline below the present level. All that has happened is 
that the domestic industry is insisting upon its right to share in the 
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future growth of the United States market, which is a right which 
the domestic industry had prior to the 1948 act. 

I am also somewhat fed up with being threatened that if we do not 
accede to Cuba’s demands this will greatly encourage the Communist 
movement in Cuba. I salute the position taken by the representative 
of the Peruvian industry, who stated to your committee: “There is 
one argument in favor of an improved Peruvian sugar quota which I 
do not propose to make at this hearing. That is the argument that 
has been heard before the Congress many times in the past few years 
on behalf of many countries to the effect that if their demands are 
not granted the cause of communism in that country will be ad- 
vanced.” He went on to state that in his judgment “there is no risk 
of Peru’s swinging toward communism as a result of any action this 
committee may take on this matter.” I know that that is also the 
position taken by Mexico, Haiti, and other Latin American quota 
countries. One of my Mexican friends said to me recently, after 
listening to some of the implied threats in the Cuban propaganda 
line, “Perhaps we should breed some Communists in Mexico. It ap- 
years as though having a crop of Communists may be an advantage 
in seeking fair treatment from your country.” 

Mr. Chairman, I am sure you and the committee will agree with 
me that the use of such me threats is an unfair tactic and is 
not a proper way to approach the Congress of the United States. 

Another argument which the Cuban sugar lobby is making at 
great length and which creates an absolutely false impression is that 
the domestic industry is heavily subsidized in order to compete against 
the highly efficient and low-cost Cuban sugar industry. The im- 
pression is given that a great deal of money would be saved for the 
United States consumer if Cuba were given an even larger share in 
the United States market, as opposed to the domestic sugar producers. 
This again is deceptive and misleading. Cuba sugar interests might 
be said to be subsidized by the United States Government by virtue 
of the preferential tariff treatment Cuba receives. The rate on Cuba 
sugar is one-fifth below the full duty rate. And this has meant a 
$120 million loss to the United States Treasury and a similar gain to 
Cuban sugar interests since the first sugar act was passed in 1934. 

Moreover, as you undoubtedly know, Cuba receives a substantial 
premium for the sugar it sells in the United States over the sugar it 
sells to the rest of the world, by virtue of the United States Sugar Act. 

Last year this premium amounted to $38.60 a ton. Last year this 
premium, or subsidy if you wish to call it that, to the Cuban sugar 
interests amounted to over $100 million for that 1 year alone. Are the 
Cuban sugar interests who appear before this committee decrying 
subsidy to the domestic sugar interests willing to give us this subsidy 
as it applies to them? J think you will find, if you ask them, that 
their outlook on the Cuban subsidy is quite different. 

And what do the Cuban’s do with this tremendous subsidy given 
them by the United States? They go out on the world market and 
use it to depress the price of sugar in order to squeeze out competi- 
tion and maintain their position as a world supplier. This takes 
the bread and butter out of the mouths of our other good friends in 
Latin America who sell sugar abroad. In other words, the United 
States taxpayers’ money is being used to provide cheap Cuban sugar 
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for the consumers everywhere in the world except the United States, 
while the United States pays a higher price for the same Cuban 
production. 

I think this matter is succinctly summarized in an article appearing 
in the December 1954, issue of the American Economic Review en- 
titled “The International Sugar Agreement of 1953,” which states: 
“What Cuba seeks from an_ international agreement is _ not 
primarily a high price, but rather some assurance against further 
shrinkage in the total free market. In selling outside the United 
States, Cuba’s sole competitive advantage rests on an ability to offer 
sugar at prices that look quite unattractive to practically every other 
producing region. Even 214-cent sugar need not be fatal for her, 
and might possibly bring redemption.” Cuba’s ability to sell at low 
prices is due to the fact that she is underwritten by the United States 
through her tremendous United States qouta. 

I mention all of this because if we are going to talk subsidy, Mr. 
Chairman, we may as well be realistic about it and look at the whole 

icture. 

m It has been very interesting and revealing to me that other foreign 
nations have not found it necessary to protect their own interests 
before Congress by smearing the domestic sugar industry, and I have 
also found it interesting that apropos of these other foreign nations, 
Cuba does not seem to be quite so interested in distributing quotas on 
the basis of foreign trade. Apparently purchases from the United 
States and balance of trade with the United States are valid argu- 
ments only if applied to Cuba, but when applied to other foreign 
suppliers we are asked to ignore them completely. 

r. Chairman, I believe in foreign trade and T believe that it would 
be fine to distribute the foreign portion of the market by some stand- 
ard related closely to foreign radii I think, however, that this stand- 
ard should be applied impartially to all foreign suppliers and not 
solely to Cuba. 

Youur committee has had a steady parade of witnesses who identify 
themselves as suppliers to Cuba who fear the effects of an adjust- 
ment in Cuba’s quota position upon their export trade. I wonder if 
these suppliers are interested in foreign trade or only in Cuban for- 
eign trade? I wonder if they are even cognizant of the fact that other 
Latin American countries have a legitimate interest in the allocation 
of our sugar market ? 

It is my understanding that when it comes to the matter of pur- 
chases from the United States, the so-called full-duty countries ex- 
ceed Cuba by an enormous margin. In fact, Mexico alone purchased 
more from the United States last year than did Cuba by $200 million. 

We are told that we must give attention to the fact that Cuba has 
an unfavorable balance of trade with the United States amounting to 
$27 million. Surely we should take this into account. Should we not 
also take into account, however, the fact that Mexico had an un- 
favorable balance of trade last year amounting to $300 million? 

It has been aac that one justification for ignoring the uniform 
application of these standards to all foreign countries is that Cuba’s 


sition is unique and that Cuba is a one-crop country. “Mexico,” 
it has been stated, “does not pay for her United States purchases with 
sugar, but Cuba does.” 
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This is more of the confusion and obfuscation at which the Cuban 
propaganda machine is so adept. Mexico does pay for her United 
States purchases with dollars. The ultimate test of the need for 
United States trade is the balance of trade. If Mexico, for example, 
has an unfavorable balance of trade of $300 million, as compared with 
Cubua’s $27 million, it must be obvious that Mexico needs the addi- 
tional trade more than Cuba, whether it be in terms of sugar, bananas, 
or shoe laces. The thing which is required in order to sustain the 
level of purchases from the United States is dollars and it is only 
by means of a sort of economic double talk that these proponents of 
continued preferential treatment for Cuba attempt to convince you 
that these dollars are more important to Cuba than they are to Mexico 
or to the other full-duty countries. 

Mr. Chairman, it would be utter nonsense for the United States 
to preach to the Latin American countries, as it does, that they must 
diversify their economies and then turn around and penalize them for 
such diversification. Moreover, as I have indicated before, the pro- 
posed legislation does not affect existing shipments in any event but 
only the future growth of the market. 

Mr. Chairman, I believe that objective economic criteria should 
be applied in considering how to apportion the foreign segment of 
the United States sugar market. But it seems to me only elementary 
fair play that these criteria should be applied uniformly and impar- 
tially to all our foreign suppliers and that Cuba is not entitled to any 
preferential advantage simply because it is Cuba. 

The Peruvians and the Mexicans and other Latin American coun- 
tries have also been our good friends and suppliers. Those familiar 
with domestic sugar industry know that Mexican agricultural labor 
has been an important factor in making it possible to harvest the 
crops. This has also been true in the cottontields of this country. 
Certainly we cannot afford to ignore the equities pertaining to one of 
our foreign friends and show favoritism and discrimination to the 
benefit of another. 

Mr. Chairman, I am not a special pleader for any foreign country. 
[ am very much interested in our Latin American relations, however. 
I know that all of our Latin American friends, who are interested 
in trade, not aid, are watching these proceedings with very great 
interest as a test of our sincerity. I think it would be tragic if the 
Congress allowed itself to be placed in a position of yielding to one 
special interest group to the detriment of the legitimate claims of all 
of our neighbors. 

The Cuarrman. Is Dr. Long of Louisiana present ? 

No response. ) 
he Cuatrman. Is Mr. Keith Thompson present ? 


STATEMENT OF HON. E. KEITH THOMSON, A REPRESENTATIVE AT 
LARGE IN CONGRESS FROM THE STATE OF WYOMING 


Mr. Tuomson. Yes, sir. I have a prepared statement and I had 
intended to deviate from it. 

The Cuarrman. I do not know when we will have further sugar 
hearings, maybe in 2 or 3 days. How long will it take you to supple- 
ment the statement ? 

Mr. Tomson. Not very long. 
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Mr. Horr. I wonder if the gentleman could not put his deviations 
in writing as part of his statement and file it later? 

The CuarrmMan. Would that suit you? 

oat Txuomson, I will file the statement, if it pleases the chairman 
that way. 

I will bee the statement in here, and just remark, if I may, that 
in the first place, the question came up today as to the condition of the 
beet sugar industry, whether we were in trouble or not. It is true 
that we are about 1 year behind the condition of the cane industry, do- 
mestically, but that does not mean that we are not in trouble. 

We have about 200,000 tons of excess stock that we are carrying 
over,.over and beyond what is a very liberal, normal inventory. So 
we are in just as critical a condition. And particularly with regard 
to the farmers whom I am primarily concerned with, because they are 
being knocked off and denied rights to produce. So that situation is 
critical in the beet area. 

The other thing that I would like to mention is with regard to this 
whole problem. I sincerely hope that this legislation will be con- 
sidered on its merits, and any action I have taken has been taken 
upon the merits of the legislation. If I am wrong, my electorate will 
correct me and send somebody else in my place. 

I think we do have a fair and just cause here. 

I would be disappointed not to make an effort to get what is in 
the Hope bill, for the simple reason that that is the very minimum. 
That is the way in which it is drawn, in a fashion to lean over back- 
ward, to be fair to the other people, and to see their problems, too. 

I appreciate the consideration this committee has given to this 
legislation and to these hearings. 


I hope we can have some action, a chance to present our cause on 
the floor of the House. 

The Cuatrman. We thank you very much. Your prepared state- 
ment: will be made a part of the record at this point. 

(The prepared statement of Hon. E. Keith Thomson is as follows:) 


SraTeMENT oF Hon. E. Kerrn TuHomson or WYoMING 


Mr. THomson. Mr. Chairman, members of the committee, I appear 
in support of H. R. 5406, having introduced an identical bill, H. R. 
5443. Of course, the State which it is my privilege to represent has 
vested interest in this legislation. We are not one of the largest 
producing States in the Nation, but the sugar-beet industry is very 
important to our economy. Sugar beets represented 20 percent of 
the cash-income crop in Wyoming in 1954, according to Department 
of Agriculture figures. It is not only important to us as farming 
commodity, but affects practically every other segment of our econ- 
omy, including labor and business, which is practically all small busi- 
ness in Wyoming. Just to give you some idea of this, the farmer 
received approximately $614 million for his crop. Payrolls of the 
sugar factories in 1954 represented $2 million. Freight payments by 
truck and railroad amounted to $114 million. Two and one-half mil 
lion dollars were accounted for by sugar-refinery purchases of coal 
and various other industrial supplies. This totals $1214 million, but 
is really only a fraction of what could be developed and if we were to 
arrive at the true realistic total, we would have to.take into account 
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the equipment purchased by the farmer and the food and other items 
purchased by farmers and factory workers and those indirectly con- 
cerned. This will give you some idea of the importance of this to our 
economy. 

I am not here, however, to make an appeal for special consideration 
for my State, nor any other State. I think this is good sound legisla- 
tion, for the best interest of the country as a whole, and when I say 
the country as a whole, I mean of the farmers, businessmen, laborers, 
and the consumers. 

Although the statement has apparently been criticized, I still think 
the question before this committee and the Congress can be simply 
boiled down to the proposition, Is the American farmer to be allowed 
to share in the growth and progress of America. No matter how one 
attempts to sidestep the issue, that is what must be decided. 

I have attended a good portion of the hearings and have had a rep- 
resentative present at almost all others. We have attempted to secure 
copies of those statements made available to us. Speaking of facts, I 
think that most of the pertinent facts are in the record and have been 
presented very fairly and ably by representatives of the growers and 
the domestic industry. I see nothing to be accomplished by reviewing 
these facts. I am confident that if they are weighed on the basis of 
fairness and historical evidence, and what is best for the overall Amer- 
ican citizen, then this legislation is certain to be passed by the com- 
mittee and by the Congress. 

As we have followed these hearings, however, we have noted some 
questions come up which seem to be left more or less hanging in the 
air. It is my opinion that the time allotted to me could best be used 
in touching briefly on some of these points which more frequently 
appeared. 

In the first place, there seems to be some effort made to tie this pro- 
gram to the issue of high rigid versus flexible price supports. I think 
it is obvious on the surface, that the situation pertaining to the prin- 
cipal basic commodities and the situation that pertains to sugar in 
the United States are not comparable for the simple reason that in the 
case of most of the basics, we have a surplus raised in the United 
States over what is consumed in the United States; whereas in the 
case of sugar, we are dealing with a commodity which our domestic 
production is approximately one-half of our consumption. I voted 
in favor of flexible price supports. Before doing so, I tried to give 
honest consideration to the other proposals. My vote was based on 
what. I believe to be in the best interest of the American farmer and 
the American economy in general. I am confident that others who 
voted otherwise, to a large measure, voted because of similar convic- 
tions. Each of us will have to face our electors on the basis of this 
and other votes. I certainly respect the opinions of those who dis- 
agree with me, and only time will tell which of us is correct. Cer- 
tainly this committee should and will consider this legislation on its 
merits and on the basis of what is best for the American farmer, the 
American economy and the overall American otherwise, without per- 
mitting the legislation to be prejudiced by side issues. 

Let. me state that my constituents and myself are extremely inter- 
ested in a selfish way in the basic crop, which is a matter of greatest 
concern. Of course, I refer to wheat. Reference has been made to 
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the living-room ty Thy in connection with the restrictions on 
imports by quotas. If the approach with regard to sugar is a living- 
room approach, then certainly our policy as to wheat, in which my 
constituents are also directly interested, and most of the other basic 
commodities, is that of a closed-door policy. With certain limited 
exceptions, we permit no importations of these, and this is as it should 
be, for we are raising presently in the United States, more of these 
commodities than we can consume. 

Considerable comment has been made about the awful subsidy at- 
tached to this program. This, in my humble opinion, is not a subsidy 
in the sense that the word is commonly used in America today, but is 
a production payment made to the American producer in lieu of 
tariff. I think that all of us must agree that the American producer 
cannot pay high wages or other high costs of production, nor can we 
in America continue to advance our standard of living and still com- 
pete with foreign producers, whether we produce sugar, automobiles, 
bicycles, textiles, cotton, wool, livestock, toys, oil, coal, or almost any 
other commodity that you can think of. The Sugar Act took us from 
high tariffs to the quota procedure, with payments to growers, pri- 
marily to benefit Cuba. The whole sugar problem is a tariff problem 
and not a price-support problem. Just as a further example, some 
members of this committee and myself have common interests in the 


livestock industry. We take great pride that our livestock producers 
have refused to seek price supports. On the other hand, if we were to 
suddenly throw open the Mexican border and drop all barriers to im- 
portation of Argentine beef, it would be but a short time before do- 
mestic industry was completely demoralized. I can continue to draw 


similar parallels with other commodities. The facts showed that 
the sugar program has not operated to the detriment of the consumer, 
but rather to his benefit. 

In connection with the problem as to basic commodities, may I also 
point out that this revision of the Sugar Act will help to solve some 
of the problems pertaining to acreage cuts on the basic commodities. 
1 know of instances in my own State where the reason that some of our 
veterans, who have been on projects for long enough to have acquired a 
sugar history since World War II, but have not, is mainly because 
they could grow certain basic commodities, at a guaranteed price, with 
less investment and less work. By permitting them to grow sugar 
beets now, we will ease the pain as far as the acreage restrictions are 
concerned on wheat; not only on them, but on other wheat growers. 

It has been inferred that we cannot ease off on acreage controls 
every time we feel a pinch, or we will have a chaotic farm program. 
This might be true generally, but we certainly can increase the acreage 
allotments on sugar when we have a crop which we do not domestically 
a in surplus, and when we can do so without taking it away 

om anyone else, as I will subsequently mention. I should also like 
to point out that during my short service in Congress, I have had 
occasion to vote for acreage increases for the small tobacco producer, 
rice producer, cotton farmer and, I believe peanut farmer, even though 
these are crops in which there is a domestic surplus. Certainly it is not 
fair to infer that there is no compassion in our souls for others while 
we ask special privileges, when all we are asking is for a share in the 
growth of America for our sugar producer and are willing to give 
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and pay higher domestic prices in order to maintain our American 
standard of living, etc. with regard to the entire domestic consumption 
of other commodities. 

I was somewhat amazed by the sweeping statements made on the 
per of some domestic industries, who apparently felt that they were 

serving their own interests by suggesting that everything should 
be given to the foreign interests. In connection with this, I should 
like to compliment and thank the representatives of foreign interests 
other than Cuba for the very fair a fine statements which they have 
made. I certainly hope that they shall be given favorable consider- 
ation for a greater share in the foreign quota. As concerns domestic 
interests, who made statements, to the opposite effect, I would again 
like to point out that they cannot, over the long haul, compete with 
more tibor and other production costs in foreign countries any better 
than can the American sugar producers, Within the last week, I have 
received a letter from one of my constituents wanting to know why 
he could not buy truck tractors from Canada without paying a 10 
reent duty. I could very well use a new car. I might very well be 
iving an Italian Fiat, or a German Volkswagon, or a British Austin, 
if we were to remove the 10 percent duty. I am not suggesting that 
this be done, because I believe in preserving the American standard 
of living and protecting the American worker and businessman, but 
I might suggest that the same consideration be given our sugar farm- 
ers, laborers, and businessmen. I have some figures available if anyone 
is interested, on what the small population in Wyoming alone buys 
in some of these commodities. Certainly if our economy is strong, 
the ability of the domestic market to purchase must be preserved. It 
is rather interesting to note that one of the companies whose repre- 
sentative appeared before this committee minimizing the importance 
of the domestic producer only very recently contacted me in an entirely 
different vein. The State which I represent was thinking of going into 
a machine accounting system. The Wyoming representative of this 
company approached me with the request that I speak to the Governor 
about giving his company an opportunity to be considered. At that 
time, I was led to believe that this was a very important piece of 
business to the company generally. May I remind this company that 
a good portion of the taxes that must be raised to pay for these ma- 
chines, when and if they are bought, must come from Wyoming sugar 
a producers and others directly and indirectly connected with the 
industry. 

Flea soni argument seems to be centered around the obligation we 
have to Cuba. I think that it is established beyond contradiction that 
we have no legal obligation, which this bill seeks to controvert. Cuba 
will be left with her full quota before World War II plus virtually 
all the increased consumption up to the present date, plus whatever 
share of the historic 45 percent foreign production that is eventually 
allotted to her by this committee ksh Congress. The argument 
that we are cutting down on her is simply without basis or fact. We 
cannot be charged with disruption of her economy for we do not 


propose to buy less from her, but continually more. The records of 
previous hearings and committee reports have been quoted for this 
record, and certainly establish that Cuba had a right to expect that 
the domestic producer would reenter the market for their historic 
share as soon as they had recovered from the various effects of wartime 
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dislocations. Cuba entered the market during the wartime and sup- 
plied us over and beyond her historic quotas. Naturally, we were 
gratified at this. On the other hand, they have been repaid well, 
and to say that they are entitled to more consideration is to com- 
pletely overlook the primary fact that we fought and financed a war 
that benefited Cuba just as well as the rest of the world. I remember 
a Puerto Rican regiment in North Africa, and a Brazilian division 
in Italy, but to the best of my knowledge, no Cuban blood was spilled 
on foreign soil. I think we cannot disregard the interest of the 
American farmer, and particularly the debt that we owe to the vet- 
eran who took one of our reclamation farms in Wyoming and other 
Western States, and is now denied any sugar-beet production under 
the present law. 

Yes; Cuba was well repaid for contributing to our war effort by 
roducing sugar (at a profit) while we fought a war (at a loss). Cuba 
as had all our increase in domestic consumption since the beginning 

of World War II, added to their basic quota at that time. The Cuban 
import quota increased from roughly 1,900,000 tons in 1940 to 
2,668,000 tons in 1955. Under our bills we would take 188,000 tons 
out of the 200,000 estimated increase in consumption this year and 
share the balance. Therefore, Cuba’s quota for 1955 might well be 
as high as 2,673,000 tons. The argument that we would be taking 
something away from Cuba this year does not stand up in this light. 

As far as I am concerned, the argument fails that we even have a 
moral obligation to Cuba in connection with this. If this Government, 
and this Congress has a moral obligation to anyone, it is to these vet- 
erans, who are suddenly denied a right to produce. They have obli- 
gated themselves to pay for the expensive machinery now used on a 
sugar beet farm. Unless we do something about the law and do it 
now, we are saying to them, “We made available to you a small 160- 
acre farm. We encouraged you to sign the repayment contract to pay 
back the cost of irrigation. We stood by while you invested in this 
machinery and gave a boost to the American factory worker. Now 
we are no longer interested in you. You can’t grow acash crop. For 
all we care you can lose your machinery. You can lose your farm, 
and your family can go begging.” 

If there is any moral obligation involved in this legislation, in my 
humble opinion, it is to these veterans. 

I sincerely appreciate the time of this committee. I urge that 
H. R. 5406 be given prompt and favorable consideration in the inter- 
ests of the American farmer, the American economy, and the overall 
general American interest, both with regard to domestic and foreign 
relations. If there are any questions about the opinions I have ex- 
pressed, or any other questions, which the committee would like to 
direct to me, I would be happy to answer them to the best of my ability. 

The Cuarrman. Are there any other Members of Congress present 
now who desire to present statements? 

I have on this list Mr. Magnuson, Mr. Sheehan, Mr. Fjare, Mr. Daw- 
son, Mr. Chenoweth. I am sure we will receive those statements. I 
ask unanimous consent that if any of the others desire to insert state- 
ments in the record they may have the privilege to do so. With- 
out objection, that permission will be given. 
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(The statements to be furnished are as follows :) 


SraTemMentT or Hon. J. Epgar CHenowetH, MemsBer or ConeREss, 
Tuirp District or CoLorapo 


Mr. Cuenowetu. Mr. Chairman, I appreciate the opportunity to 
appear before your committee in support of H. R. 5406, a bill amend- 
ing and extending the Sugar Act of 1948. I have introduced a com- 

anion bill, H. R. 5470, which is also pending before your committee. 
understand that 26 of my colleagues in the House Lew also intro- 
duced the same bill. 

I am very much interested in this legislation. I represent the Third 
Congressional District of Colorado, which is a large sugar-beet pro- 
ducing area. Three sugar-beet factories are located in my district. 
The American Crystal Beet Sugar Co., has a factory at Rocky Ford, 
the Holly Sugar Corp. has a factory at Swink, and the National Sugar 
Manufacturing Co. has a factory at Sugar City. All of these factories 
have been in operation for many years, and are a vital part of the 
economy of the Arkansas Valley in southern Colorado. 

Sugar beets are also grown near by home town of Trinidad, and in 
the San Luis Valley. ‘The beets produced in these areas are processed 
in the plants mentioned above. 

Under sugar legislation which was in effect from 1934 to 1948 both 
domestic and foreign sugar producers were permitted to share on a 

ercentage basis in the growth of the United States sugar market. 

ew legislation in 1948—the Sugar Act of 1948—established fixed 
inflexible quotas for the domestic producing areas—the beet area, the 
Louisiana and Florida cane area, Hawaii, Puerto Rico, and the Virgin 
Islands. It gave to foreign producing countries all the benefit of in- 
creasing United States consumption—and nearly 100 percent of this 
increase went to Cuba. It also gave to Cuba additional laces market- 
ings because of the inability of the war-torn Philippine industry to 
produce its full quota. 

‘The domestic industry concurred in this 1948 action because it appre- 
ciated the contribution which Cuba had made, along with the domestic 
areas, in meeting wartime sugar demands and felt that Cuba should 
have some temporary period within which to adjust its production to 
postwar market demands. It reserved the right, however, as the 
spokesman for the four domestic areas has iid to ask for revision 
of the 1948 act whenever circumstances required. 

For 7 years Cuba has been the chief beneficiary of this extremely 
considerate treatment by the Congress of the United States. Now the 
domestic producing areas, some of which are in a straitjacket of acre- 
age and marketing controls, ask that they have restored to them their 
traditional share of the further expansion of the United States market. 
H. R. 5406 and my bill would do this. At the same time Cuba’s basic 
quota in that market will not be reduced below the present Cuban 
quota of 2,667,840 tons. On the contrary, the bills permit the con- 
tinued, though slower, growth of Cuban sugar exports to the United 
States by assuring that 45 percent of the future growth of the sugar 
— in this country will be supplied by foreign countries, mainly 


The moderation of this proposal is self-evident. There is nothing 
about it which is unreasonable or which is not consistent with the main- 
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tenance of foreign trade. Indeed, of what commodity can it be said 
that foreign exporters are guaranteed as large a share of a domestic 
market as 45 percent? 

The domestic beet-sugar industry and the cane-sugar industry of 
Louisiana and Florida, as a result chiefly of improved growing and 
production practices in combination with fixed marketing quotas, find 
themselves forced to carry abnormally large inventories of sugar. At 
the same time beet and cane growers in these areas have been forced 
to reduce their acreages and, unless the law is changed, will be forced 
to make further acreage cuts. 

H. R. 5406 and its companion bills will give to the beet and main- 
land cane producing areas moderate immediate relief from their 
excessive inventory burdens, but will do so in such a way as not to 
reduce below present levels Cuba’s exports to the United States. Kt 
will also restore to the domestic sugar-producing areas their right to 
a fair share of the future growth of United States consumption. It 
is indeed difficult to understand how these reasonable goals can be 
logically opposed, especially by Cuba, which has been the recipient of 
such favorable and preferential treatment by the United States. 

We do not appreciate the importance of our domestic sugar industry 
except in time of war when other supplies are cut off. I am sure you 
will recall the situation in both World War I and World War II and 
how dependent we were upon the sugar produced in this country. It 
would certainly be a shortsighted policy to neglect such an important 
industry. 

I submit that every effort should be made to keep our domestic 
sugar industry in a healthy and prosperous condition. We will then 
be assured of having sugar to meet our requirements in the event of 
another emergency. 

Under the proposed bill the quota for domestic beet sugar is in- 
creased in the amount of 85,000 tons per year. Domestic cane sugar 
is increased in the amount of 80,000 tons per year. ‘These increased 
quotas are reasonable and should be approved. 

My district is an old and etabliched sugar-producing area which 
does not have all the pressing and immediate demands for sugar- 
beet acreage which some of the newer areas are experiencing. How- 
ever, several years of drought have tended to curtail sugar production 
in my area. The blow would be unbearable if stringent acreage con- 
trols, unavoidable if the present act is not changed at once, were 
allowed to endanger the continued operation of the three factories 
which are so essential to the economy of my district. 

Mr. Chairman, I strongly urge this committee to favorably report 
H. R. 5406. The passage of this legislation is urgently needed by our 
domestic sugar RET I am hoping that this legislation will be 

oO 


passed at this session o ngress. 


SraTeMENT or Hon. Don MaGnvuson, A REPRESENTATIVE IN CONGRESS 
From THE State oF WASHINGTON 


Mr. Maenuson. As Congressman at Large from the State of Wash- 
ington, which has a vital interest in sugar legislation, I wish to — 
my full support for H. R. 5406, a bill to amend and extend the Sugar 
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Act of 1948, as amended. The terms of this bill are identical with 
those of H. R. 5481, which I have introduced. 

These bills have a twofold purpose: First, to grant moderate imme- 
diate relief to domestic sugar producers from a situation which 
threatens serious injury if allowed to continue uncorrected; and 
second, to restore a fair balance between domestic and foreign pro- 
ducers im the opportunity to supply the future sugar consumption of 
the United States. 

The history of sugar legislation in this country always has been 
marked by the effort to balance a desire to develop and protect a 
healthy sugar industry in this country with a desire to afford foreign 
producers, principally Cuba, an opportunity to supply a substantial 
part of our United States market. 

When the 1948 Sugar Act was passed, the pressing problem was to 
accommodate the Cuban sugar producers who had expanded their 
production to meet wartime needs for sugar. Fixed quotas were 
age to the domestic producing areas—quotas which were re- 
garded on all sides as historically equitable—while Cuba was permitted 
not only to make up deficits from domestic areas, but also to supply 
96 percent of the annual increase in United States consumption, with 
the remaining 4 percent of the annual increase going to other foreign 
areas. In other words, a rigid ceiling was placed on domestic pro- 
duction, but foreign quotas were allowed to increase each year with 
the increasing demand for sugar. 

Today, the shoe is on the other foot, and it is the domestic industry 
which requires consideration. Domestic producers are caught in a 
squeeze between the rigid ceilings fixed by the 1948 act, on the one 
hand, and the natural increase in production through improved tech- 
nee? and the addition of new sugar-producing areas, on the other 

and. 

This squeeze has reached a critical point for the domestic producers. 
On January 1 of this year, the mainland cane area had an effective 
inventory of sugar equal to 80 percent of its annual quota, even though 
acreage reductions up to 18 percent have been imposed since 1953. 
Sugar-beet acreage was cut 10 percent in 1955, with the prospect of 
further cuts if the existing law is not changed. 

The squeeze in which domestic sugar producers find themselves has 
hurt us in the State of Washington, as it has affected all other sugar- 
producing States. It threatens impairment of our established sugar 
industry and it critically threatens to impair our plans for the orderly 
development of the newly irrigated tend 

It is on behalf of the people I represent in the Columbia Basin and 
the valley of the Yakima River that I appear today in support of 
the proposed amendments to the Sugar Act. 

In this area in the east-central part of the State of Washington 
can be found some of the world’s finest sugar-producing land. It is 
an area where the sugar beet is more important than any other crop 
to the economic stability of the agricultural community and to the 
preservation of the fertility of the soil. 

This land yields an average of 22 or 23 tons of sugar beet per acre, 
with some farms producing upwards of 30 tons per acre, in contrast 
to an expected national average of 17 tons per acre. 

We have barely begun to tap the richness of our Columbia Basin 
soils. The Columbia Basin project, being developed by the Bureau 
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of Reclamation, ultimately will bring under irrigation over a million 
acres of fertile land. Since 1952, when the first water began to flow 
to the thirsty soil, approximately 60,000 acres have been brought under 
water each year. 

This development, according to economic studies, ultimately will 
mean 14,000 new irrigated farms in the State of Washington, pro- 
qncns crops valued at some $117 million, using 1949 farm prices 
as a base. 

_ But it is an incontrovertible fact, I submit, that this dramatic and 
significant development is being crippled by the unnecessary restric- 
tions placed upon our Washington farmers who desire to grow—who 
have to grow—sugar beets. 

Dr. Elwood Mead, for many years the respected and highly regarded 
Commissioner of Reclamation, once stated : 

The sugar beet industry is the backbone of those Federal reclamation projects 
where the crop is grown * * *. It is one crop that contributes more than any- 
thing else to the rounded-out, complete agricultural program, gives winter and 
summer employment, enables the farmer to make the largest and best use of 
alfalfa that is grown, and gives in an unusual measure a continuous employment; 
for the family on the farm, with more stable income than anything else. 

That statement is as true today as it was the day it was uttered. 
There have been others who have said, in speaking of the development 
of irrigated agriculture: “If there had been no sugar beet, it would 
have had to be invented.” 

In this new land of pioneers, the Columbia Basin, many of our new 
settlers are young people starting virtually from scratch. They do 
not have large capital ; many have little beyond their strength and their 
determination to make places for themselves and their families. They 
need a good cash crop to pay for their land and their water, their 
homes, and the machinery they must have to farm their land. They 
need a cash crop now, not a year or 2 or 3 hence. 

The very best cash crop they can produce is sugar beets. 

They need sugar beets in order to adopt proper rotation programs, 
to build and maintain the fertility of the soil. They need sugar beets 
as a basis for livestock operations. 

But they are being told they may not produce sugar beets because 
there is no market for the sugar in this Nation—even though the 
United States produces only obout one-fourth of the sugar consumed 
here each year. 

Sugar-beet production in our State is not new. Back in 1917 and 
1918, after successful experimental plantings of sugar beets in the 
Yakima Valley, the industry blossomed. Three veo cor sonra fac- 
tories sprang up at Yakima, Toppenish, and Sunnyside. 

But an infestation of a tiny insect known as the white fly or leaf- 
hopper wiped out the industry during the 1920’s. However, sugar- 
company scientists, in collaboration with Washington State tech- 
nicians and scientists of the Bureau of Plant Industry, United States 
Department of Agriculture, worked cooperatively in development of 
new strains of sugar beets which enabled the industry once again to be 
established in Washington in 1937. 

The Utah-Idaho Sugar Co. in that year constructed a modern new 
sugar mill at Toppenish, Wash., and the beet-sugar industry has 
proven to be the ace in the hole for the valley’s entire agricultural 
economy. The sugar beet there is looked upon as the reliable crop 
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upon which farmer, banker, and businessman depends year after year 
for stability. . 

As Columbia Basin project water reached the land in 1952, produc- 
tion of sugar beets in the basin reached new levels, and on October 1, 
1953, the first beets reached the Utah-Idaho Co.’s big new processing 
plant at Moses Lake, Wash. 

But beet-sugar production in Washington is today only a fraction of 
what it would be, were quota restrictions not so oppressive. Actually, 
acreage reductions of almost 14 percent have been imposed upon our 
Washington farmers this year. In 1954 there were some 35,500 acres 
devoted to sugar beets in our State. This year we have been forced 
to cut back to 30,795 acres. 

This one cut means a loss of more than $1,500,000 in direct cash 
income to our farmers. It means a reduction in income to those who 
supply the farming population’s needs. 

The beet-sugar industry already is a $21-million industry in the 
State of Washington. Last year, our beet farmers received $10,- 
754,825 in direct cash income from their sugar beets. The sugar proc- 
essors’ payrolls amounted to more than $2 million, and they paid out 
to the railroads and other public carriers more than $3,500,000 in 
freight bills. The processors’ expenditures last year for principal raw 
materials and services—most of which were obtained from other Wash- 
ington firms—amounted to $3,239,000. And their State and local 
taxes and capital expenditures for the 1 year were well in excess of 
$1 million. 

This is an agricultural industry basic to the continued well-bein 
of established agricultural communities in Washington and essentia 
to the optimum development of the new farming areas. 

There are other crops our farmers can produce, but in so doing they 
will be increasing already burdensome surpluses, or multiplying agri- 
cultural price problems. Their choice of crops is not unlimited, under 
any circumstances, because of physical limitations of climate and 
other characteristics of the area. 

As a nation, we have invested heavily to open this new frontier in 
Washington. As individuals, those who have come to settle the land 
are investing heavily of their funds and of themselves. 

They demand and deserve consideration. I therefore respectfully 
urge this committee to consider the justice and equity of H. R. 5406 
in helping to meet the needs of the people of my State and all the other 
sugar-producing States in this Nation. The immediate relief the bill 
provides in the form of increased quotas for domestic producers is 
modest, only 188,000 tons, 85,000 of which will go to sugar-beet areas. 
Increased consumption thereafter will be allocated according to the 
historical and preeminently fair ratio of 55 percent to domestic pro- 
ducers and 45 percent to foreign producers. The bill will not reduce 
the present consumption level of Cuban sugar. 

The State of Washington is not alone in having new irrigation 
projects which depend on the sugar beet as a reliable cash crop vital 
to their success. f think that in fairness to these areas any bill which 


is approved by the committee should contain language authorizing 
and directing the Secretary of Agriculture to set aside a reasonable 
amount out of the increased domestic quotas to accommodate farms 
on reclamation projects on which new acreage suitable for sugar-beet 
production has been made available. 
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I sincerely believe that the need for immediate relief for domestic 
sugar producers clearly is demonstrated by the facts, and I urge the 
committee to report favorably on the pending bills in order to brin 
swift relief to those who are suffering the oppressive restrictions of 
the existing law. 

In the past we have tried to be fair to foreign producers; the time 
has come when we must be fair to ourselves. 

The Cuatrman. We have already received statements which have 
been filed from the following : 

Mr. Bentley, Mr. Metcalf, Mr. Budge, Mr. Moss, Mr. Aspinall, and 
Mr. Cederberg. Without objection, they will be made a part of the 
record at this point. : 

(The prepared statements of Mr. Bentley, Mr. Metcalf, Mr. Budge, 
Mr. Moss, Mr. Aspinall, Mr. Cederberg, Mr. Rogers, Mr. Gubser, and 
Mr. Miller are as follows :) 


Starement or Hon. Atvin M. Bent ey, a RepresenTATIVE IN 
Coneress From tre Srate or MicHiGAn 


Mr. Bentiey. Mr. Chairman and members of the Agriculture Com- 
mittee, I welcome this opportunity to present a statement on behalf 
of H. R. 5466 and similar bills to amend and extend the Sugar Act of 
1948. I represent the Eighth District of Michigan, which contains 
some of Michigan’s most productive sugar-beet area. 

In 1955 the Government allocated a total of 850,000 acres of sugar 
beets to be raised in the United States, of which 81,420 acres, or 9.58 
percent of the total, were allocated to Michigan. This allocation of 
81,420 acres to Michigan was exceeded by only two other States; 
namely, California and Colorado. This sugar-beet acreage is con- 
centrated in the east central portion of the State, with about 90 per- 
cent of the State total acreage being in the counties of Huron, Sani- 
lac, Tuscola, Bag, Saginaw, and Gratiot. Saginaw and Gratiot Coun- 
ties are in the Kighth District, which I represent. 

The fact that domestic producers cannot participate in increased 
consumption of sugar is making the growing of sugar beets increas- 
ingly unattractive. In Michigan in 1935 there were 12,500 farms 
growing sugar beets; in 1940 there were 11,700 farms; in 1945 there 
were 5,800 farms; and in 1950 (the latest figures available) there were 
5,300. 

These 5,300 farmers who are left in Michigan are those who for the 
most part have been able to mechanize and use modern methods to 
increase their yields so that Michigan production of sugar for the 
5-year period, 1950-54, inclusive, is only 1.68 percent less than the 
production for the 5-year period, 1945-49, inclusive. How long these 
remaining sugar producers can continue to operate under present 
fixed limitations is debatable. I feel that it is imperative that these 
domestic producers be given some relief as soon as possible. 

My bill, H. R. 5466, and similar bills would restore historic prin- 
ciples embodied in all sugar-quota legislation prior to 1948. These 
acts gave domestic industries 55 percent of total consumption so they 
increased with any increase in consumption. The legislation I am 
proposing provides that the domestic sugar industry shall receive 55 
percent of any increase in consumption over 8,388,000 tons (the initial 
consumption estimate plus the basic quota increases). It is interest- 
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ing to note that my proposal, at any level of anticipated consumption, 
still gives more sugar to Cuba than the Sugar Act of 1937. 

The domestic dustry is actually frozen and does not participate 
in increased consumption in the United States. Fixed ceilings were 
set for domestic producers under the 1948 act. While Puerto Rico 
and the Virgin Islands quotas were increased by amendments to the 
act in 1953, the rest of the growth in the United States market since 
1947 has been reserved for foreign nations, 96 percent of it going to 
Cuba. In other words, for 8 years United States sugar-beet farmers 
and mainland cane-sugar farmers have been denied any share in the 
growth of our country. All the increase in the growing United States 
sugar market will continue to go to foreign countries unless the pres- 
ent law is changed and it should be changed, effective in 1955. 

Gentlemen, I know I speak for the sugar-beet farmers of Michigan 
when I urge your favorable consideration of this legislation which 
will enable the domestic industry to share in the increased consump- 
tion of sugar. 

Thank you for the opportunity of submitting my views. 





SraTeMENT OF Hon. Lee Mercautr, A RepresENTATIVE IN CONGRESS 
From tHE Srare or Montana 


Mr. Mertcatr, Sugar consumption in the United States has in- 
creased about 1 million tons since passage of the Sugar Act of 1948. 
But not 1 ounce of this increase has been added to the rigid quotas 
of our continental sugar industry. 

Effective in 1953, two domestic cane areas—Puerto Rico and the 
Virgin Islands—had their quotas increased by 176,000 tons. Other 
than that, all the increase in the growth of the United States sugar 
market since 1947 has gone to foreign countries, and virtually all of 
it to one country, Cuba. 

Under the present law, all the increase in the growing United States 
sugar market will continue to go to foreign countries. And Montana 
growers would continue to be limited to a maximum of 50,980 acres. 

In order to permit American growers to plan their plantings for 
next year, it is imperative that the act be amended as soon as possible, 
although it does not expire until December 31, 1956. 

In addition to expt ais the act to December 31, 1962, these bills— 
ns them my H. R. 5483—would: 

1. Increase the domestic beet sugar quota by 85,000 tons to a total 
of 1,885,000 tons. 

2. Apply a “growth formula” on all increases in annual consump- 
tion above 8,388,000 tons—which is the increase in basic domestic 
quotas plus 8,200,000 tons, the Agriculture Department’s initial con- 
sumption estimate for 1955. Under the formula, domestic producers 
would get 55 percent of the increase in annual consumption, prorated 
according to their basic quotas. 

3. Provide that if any domestic area cannot meet its quota under 
the growth formula, other domestic areas will have first chance at 
making up the deficit. 


65704—55———42 
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They would not reduce the volume of sugar imports from Cuba 
or any other foreign nation below present quotas. Nor would they 
prevent foreign nations from participating in future increases. 

Since these bills were introduced—as a matter of fact, since your 
chairman announced hearings on them—the administration has an- 
nounced its position with respect to proposed sugar legislation during 
1955. 

This announcement makes favorable action on these bills imperative 
because administration proposals to relieve the domestic industry are 
completely inadequate and unrealistic. 

In addition to Senate Joint Memorial No. 4 from the 34th Montana 
Legislative Assembly, expressions of support for this bill have come 
in from many Montanans, among them: 

The board of directors, Miles City Chamber of Commerce, Miles 
City, Mont.; Harold Watts, Tongue Yellowstone Beet Growers Asso- 
ciation, Miles City, Mont.; H. B. Pippin, secretary, and Mr. Eugene 
Kyger, president, Teamsters Warehousemen Sugar Factory Workers, 
Local 1064, Billings, Mont.; Ishmael Yost, president, Mountain State 
Beet Growers Marketing Association of Montana, Billings, Mont.; 
Ford E. Martin, manager, Buffalo Rapids Project, Terry, Mont. (who 
enclosed a copy of a resolution adopted January 14, 1955, at the Annual 
Water Users Conference) ; Woodrow M. Hensley, Toston, Mont. ; State 
Senator Charles M. Hatch, of Custer County, Mont.; State Senator 
William A. Groff, of Ravalli County, Mont.; James S. Umber, presi- 
dent, Montana State Federation of Labor, Helena, Mont.; Albert H. 
Kruse, Montana State commissioner of agriculture, Helena, Mont. ; 
R. L. Kimmons, manager, Billings district, Great Western Sugar Co.; 
Leonard Cook, president, Sun River Beet Growers Association, Great 
Falls, Mont.; Bert L. Murphy, president, Northern Montana Beet 
Growers Association, Chinook, Mont. 

Senate Joint Memorial No. 4 follows: 


A JorntT MEMORIAL OF THE SENATE AND House or REPRESENTATIVES OF THE STATE 
or MONTANA TO THE CONGRESS OF THE UNITED STATES, TO THE HONORABLE JAMES 
BE. MuRRAY AND MIKE MANSFIELD, UNITED STATES SENATORS OF MONTANA, AND 
TO THE HonorasLte LEE METCALF AND OrvVIN B. Fsare, REPRESENTATIVES IN 
CoNGRESS FROM MONTANA, AND TO THE SECRETARY OF AGRICULTURE OF THE UNITED 
Srates REQUESTING SuGAR Act oF 1948 BE CONTINUED IN ForcE AND THE QUOTA 
oF DomMEstTIc BEET SUGAR BE INCREASED 


Whereas under the Sugar Act of 1948 sugar marketings from domestic areas 
of the United States and its territories are limited to 4,444,000 tons of a total 
present national consumption of 8,200,000 tons; and 

Whereas these fixed quotas established for our own domestic production have 
no regard for increases in the population; and 

Whereas foreign areas, principally Cuba, have been allotted all of the increase 
in sugar consumption resulting from population increase, or other factors, which 
consumption requirement as determined by the United States Department of 
Agriculture increased from 7,200,000 tons for the calendar year 1948 to 8,200,000 
tons for the calendar year 1955, and may be expected to continue to increase at 
a rate of more than 100,000 tons per year; and 

Whereas the domestic producers in Montana and in other States are as a 
result restricted in their privilege to grow sugar beets and sugarcane as indicated 
particularly in the determination of proportionate shares allotted to Montana 
sugar-beet growers for 1955 crops to a total of only 50,980 acres, which has 
reduced such acreage permitted to be planted by 8.7 percent from the acreage 
actually planted during the preceding year of 1954 and has created hardship 
on the farmers of Montana: Now, therefore, be it 

Resolved by the senate of the State of Montana, the house of representatives 
soncurring, That the Sugar Act of 1948 be continued in force but that the quota 
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of domestic beet sugar be increased to the extent it will have a fair and equitable 
share of the increased consumption and in the additional sugar required to meet 
the growth of the Nation and the needs of its people; and be it further 

Resolved, That copies of this memorial be transmitted by the secretary of the 
State of Montana to the Congress of the United States of America, Senator James 
BE. Murray, Senator Mike Mansfield, Congressman Lee Metcalf, Congressman Orvin 
B. Fjare, and to the Secretary of Agriculture, Washington, D. C. 


Gro. M. GosMAN, 
President of the Senate. 
Lreo C. GRAYBILL, 
Speaker of the House. 
Approved February 5, 1955. 


J. Hueo Aronson, Governor. 





STATEMENT oF Hon. Hamer H. Buper, a RepresENTATIVE IN CONGRESS 
From THE Strate or Ipano 


Mr. Buper. Mr. Chairman, members of the committee, it is my 
desire here today to do whatever I can to emphasize to the committee 
the absolute necessity for giving favorable consideration to H. R. 
5406, which is identical to a bill I introduced last April 4. 

I have lived all my life in souhern Idaho, where the sugar beet is 
an inseparable part of our agricultural and industrial economies. 
Therefore I speak directly from personal knowledge based upon every- 
day contacts with the farmers, processors, and others engaged in the 
beet-sugar industry in our State. 

Much has been said in these proceedings of the tremendous upsurge 
in the population of this Nation, of each day’s mounting demands for 
supplying life’s necessities to our expanding populace—food and 
clothing and places for these people to live. Our people in Idaho are 
acutely aware of this dynamic thing which is taking place in our 
Nation. New frontiers are being opened in our State each day, each 
week, and each year. 

In Idaho, and particularly in my district, farming is the principal 
industry. Approaching 3 million acres of land are under irrigation, 
and the raising of sugar beets is a major industry. The crop has 
played a significant role in the development of a stable farming 
operation. 

Where there is such great irrigation development, there inevitably 
must be the sugar beet. It is a cash crop upon which the farmer 
depends more than any other to — for him the quick cash he 
me have to establish himself on his land—to build his home, feed, 
clothe, and care for his family, buy the farm machinery he must 
have, and yes, in many instances, to repay to the Federal Government 
his share of the costs of constructing, operating, and maintaining the 
reclamation works through which he receives his lifegiving water 


supply. 

i e sugar beet also enables the new settler to adopt that kind of 
farm program necessary to the conservation and wise utilization of 
his land. It is important in proper crop rotation, and it opens the 
way for the farmer to engage in vestock feeding, utilizing the by- 


products of his sugar-beet crop for feed—the tops, the pulp, and 
the molasses. And from his feeding program he obtains fertilizer 
which goes back into the soil, maintaining and building its fertility. 
His livestock operations also enlarge the market for our farm products, 
such as hay and grain. 
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These are some of the more significant on-the-farm benefits derived 
from the sugar beet. In the industrial field there are equally im- 
portant considerations. There are five beet-processing factories in 
our State of Idaho, scattered through our principal farming areas. 

These factories usually are the single greatest industry in their 
towns, and the benefits from them circle outward across the State and 
into other areas of the Nation, directly affecting the lives and welfare 
of thousands of persons. Sugar is a $32 million-a-year industry in 
Idaho, employing some 2,000 persons in the 5 factories and providing 
a basic portion of their livelihood to 7,000 farm families and addi- 
tional thousands of farmworkers. 

Sugar is an industry which spends major amounts of money for 
farm and factory machinery, fertilizer, coke, coal, fuel oil, gas, elec- 
tricity, paper bags, lime rock, and a myriad of other items far too 
numerous to recite there. It is an industry of great importance to 
the railroads and other freight carriers serving the country. 

Our sugar-beet farmers are a part of this modern mechanical age. 
Their work must be largely done by machinery to keep pace with the 
demands of the times. It has been estimated that the average sugar- 
beet farmer in Idaho has invested in farm machinery alone—tractors, 
beet thinners, harvesters, trucks, loaders, and so on—some $10,000 to 
$12,000. And every fifth or sixth year, he is in the market for replace- 
ment machinery and equipment. 

It is obvious in view of some of the things I have said that the beet- 
sugar industry is basic to Idaho’s economic well-being. These are 
the positive facts. 

Now, as to some of the negative forces at work under the rigid 
marketing quotas oppressing the American sugar industry in general, 
and the beet-sugar industry of Idaho in particular: 

With thousands of acres of land being brought into production in 
order to feed this growing Nation of ours, our farmers are being told 
they must cut back acreage on the only nonsurplus crop they can rely 
on, year after year. The settlers with the courage and stamina to take 
on the uphill battle of developing new farming areas can get no 
sugar-beet acreage at all, or so little as to be but a token allotment. 
In the Snake River Valley of our State lies the Minidoka project 
where some 700 GI’s and their families are being settled. There are 
77,650 acres of land allotted to veterans on this 1 project. But how 
many acres of sugar beets may they grow? They may grow 650 acres 
of beets this year. 

This thing is happening not only on the Minidoka project; it is 
happening in several other sections of the West. I say to you that 
it is not keeping faith with the new settlers—it is not keeping faith 
with ourselves—to have spent public funds for reclamation develop- 
ment, held forth the glowing prospect of a place in the sun for our 
young veterans, and then say to them: “But you may not produce 
sugar. That’s a privilege we reserved for our ponsige friends abroad.” 

And what of our established farmers who have been growing beets 
virtually since the time Idaho became a State in this Union? To 
them we are saying: “Cut back your acreage. This Nation is grow- 
ing—in no small measure as a result of contributions made by you 
and your neighbors—but you may not grow. You must go backward.” 

We are saying to these people: “You must find something else to 
grow.” 
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What else? 

The answer to that is simple: Grow some more surplus crops to pile 
into warehouses or to give away. Or get into the speculative crops. 
Maybe turn to potatoes; Idaho is famous for potatoes. If you grow 
enough potatoes, you can help ruin the potato market for everyone, 
yourself included. 

This, I say to you with all respect, gentlemen of the committee, is 
not in the American tradition. 

Last year, our Idaho sugar industry poured forth 4 million 100- 
pound bags of sugar having a total retail value of approximately $41 
million. This year, that production will be reduced, because our 
farmers have taken an enforced acreage cut averaging 15 percent 
across the State. Our sugar-beet acreage has been reduced from 93,500 
acres in 1954 to 79,715 acres this year, or a cut of 13,785 acres. Trans- 
lated into dollars, that is a loss in cash income to our Idaho farmers 
of $3,400,000 in one year. A portion of this they may recover, of 
course, by turning to other crops; but their loss, nevertheless, will be 
substantial. 

It is a tremendously difficult task to attempt to explain to our people 
in Idaho why these things must be. They know our country is grow- 
ing. ‘They know the demand for food is spiraling steadily upward. 
They know that in this Nation, on the mainland, we produce just 
about one-fourth of all the sugar we consume each year. They know 
that the market for sugar in this country is American and that they, 
too, are American. 

But they do not know why they are getting orders to reduce their 
plantings of sugar beets a their aeies of finished sugar. 

The bill under consideration here today would not change all these 
things of which I have been speaking overnight. But it would set 
the trend in the proper direction. Our American sugar industry 
once more could look forward to progressing with the other industries 
of the United States. 

The bill, if enacted, as it must be, would not take away from our 
foreign neighbors, who are our friends. It would assure to them, too, 
a continuing share in our growing American market. 

Gentlemen of the committee, H. R. 5406 is a measure of moderation, 
the preduct of deep thought and study and sincere compromise of the 
many interests involved. It is a measure of equity and honesty. 

I cannot urge you too strongly to take affirmative action in this 
session of the Congress. 

Thank you for the privilege of appearing before you in behalf of 
the people of Idaho. 





SraTemMEent or Hon. Joun E. Moss, A RepresentratTive in CONGRESS 
From THE STATE oF CALIFORNIA 


Mr. Moss. My name is John E. Moss. I represent the Third Con- 
gressional District of California and I should like to speak in favor 
of H. R, 5410, which I introduced last March 31, and comparable bills. 

The district I represent embraces six counties in which the growing 
and processing of sugar beets is essential, not only to farmers but to 
the general economy. 

It was in this area that John Sutter discovered gold—one of my 
counties is in fact named after him—but the sugar beet has proved 
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more valuable than all the nuggets ever mined in our golden State. 
Next to Sutter is a county bearing the unusual name of Yolo, where 
more sugar beets are raised than in any area of similar size in the world. 

These beets, many of them grown on reclaimed land, are for the most 
part processed in the three factories located in my district. One of 
these factories is more than 50 years old. Even so, it is not the oldest 
mil] in our State, for the first successful beet sugar processing plant in 
the United States was established 85 years ago in the little & ifornia 
town of Alvarado. 

The sugar beet plainly has a long and significant history in my State. 

For our farmers it is a fundamental crop. It is dependable, it is 
admirably adapted to our soils and it is paramount in crop rotation. 
It also plays an important role in our livestock industry. Because 
of reductions in beet acreages resulting from the present Sugar Act, 
the cattlemen in my district simply cannot get sufficient supplies of 
the beet pulp so valuable as a finishing feed. 

What is true of my area is true also of the rest of the State. Our 
agricultural prosperity is intimately connected with sugar beets, for 
they are a vital crop in 34 California counties. 

California does, in fact, produce more beet sugar than any other 
State in the Nation. 

Income to California farmers from the 1954 crop of sugar beets 
amounted to more than $65 million. Payrolls at our 11 factories 
accounted for another $13 million. The beet sugar industry, one of 
the most important consumers of natural gas in California, paid gas 
companies in excess of $3 million last year. The railroads received 
another $814 million. And so it goes. Exclusive of Federal taxes, 
expenditures of the industry reached the monumental figure of $100 
million. 

Obviously, the welfare of the beet sugar industry is of great and 
immediate concern to the people of my State. 

Thus the reduction this year of nearly 21,000 acres in the amount 
of land that could be planted to sugar beets was a hardship felt not 
only by farmers of the Nation’s leading agricultural State but by our 
people as a whole. 

It is in their behalf, then, that I ask you to support the legislation. 
California, as you know, is growing constantly. We want our farmers 
to grow with us, both as their fundamental right as citizens and for 
our common welfare. 


STATEMENT OF Hon. WayneE N. AsprnaLt, Memper or Conoress From 
THE STATE OF CoLORADO 


Mr. Asprnatyi. Mr. Chairman and members of this important com- 
mittee, like many other members, I have introduced a bill to amend 
and extend the Sugar Act of 1948, as amended. As you know, the 
sugar legislation does not actually expire until the ne of December 
in 1956, but the long lead time in its operation and the present impact 
of the quotas involved gives reason to early consideration of the act. 

The revision of the Sugar Act is of more than transient interest to 
the State of Colorado and to its Fourth District which I have the 
honor to represent. Only the State of California produces a larger 
volume of sugar beets for conversion into sugar than the State of 
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Colorado. Other large-volume States include Idaho and Michigan, 
but many States are represented in the production of this crop. As 
in Colorado, it is an important cash crop in the other Western States 
where sugar beets are grown on irrigated lands on small farms which 
otherwise would have difficulty in finding a replacement cash crop. 
Beyond this initial importance in these Western States, there is the 
importance of beet byproducts which are valuable in the production 
of cattle for beef. The beet tops, which are removed in the field prior 
to the actual processing of the beet itself, are used as direct feed and 
also as a part of other mixed feeds. The pulp remaining from the 
processing of the beets is also useful as a feed and as a feed mixture 
as well as the molasses byproduct of the processor. 

The sugar beet processing plants are a major source of industrial 
and tax income in many areas of Colorado and the West. They re- 
quire a substantial amount of transportation and the incoming and 
outgoing freight and freight income also represents a substantial 
income. In the Denver market area, for example, the value of sugar 
produced is about $90 million per year with payments to growers run- 
ning to some $65 million. Company payrolls of the processors amount 
to some $18 million and other purchases of supplies run over $10 mil- 
lion. As can be seen, this is an important part of both agricultural 
and industrial income especially if it is remembered that most process- 
ne are located close to the fields and in smaller cities and towns. 

e actual culture of sugar beets has a significant value in the field 
of conservation although Ido not know that any dollar measurement 
has been applied to it. The sugar beet plant is a deep-rooting annual, 
and it sends its fine roots down 5 feet or so below the beet as we ordi- 
narily see it. When the beet is harvested, these fine roots are left in 
the soil and serve a twofold purpose. The decay of this root system 
is said to add an average of 1 ton of humus per acre, and additionally 
as the roots decay they leave a fine network of holes into which both 
air and water enter to aerate and improve the moisture holding capac- 
ity of .the soil. It also serves to break down what might otherwise 
be an infertile hardpan below the cultivated zone. 

The Sugar Act we now propose to amend was first passed in May 
of 1934, and I might note that it bears the name of a Colorado Senator 
of that time, the late Ed Costigan. Its passage had been made neces- 
sary by previous failures of other programs to insure a stable domestic 
sugar industry with adequate producer returns and reasonable prices 
to consumers over the years. Just as the original act was the out- 
growth of a previous agreement between the parties involved, the 
growers both of beet and cane, the processors and offshore domestic 
groups and the Department of Agriculture, so is this proposed agree- 
ment one having unanimous support of the producing areas and the 
processors related to such production. It still presents some difficulty 
to get absolute unanimity as between all domestic, all offshore, and 
all processing and consuming interests, but this proposed revision is 
related directly to the needs of domestic production including that on 
the mainland of both beet and cane and the offshore areas of Hawaii, 
Puerto Rico, and the Virgin Islands. Recent advances in the efli- 
ciency of production through improved seeds, plants, and crop meth- 
ods plus the fixed ceiling on domestic quotas have forced severe cur- 


tailment of domestic mainland allotments. Other witnesses, more 
technically competent, will make this amply clear, but the results 
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are obvious even to the outsider. Domestic producers have attempted 
to live within their quotas, yet presently we have on hand a substan- 
tial volume of sugar. This surplus hangs over the head of domestic 
producers causing great concern for the future, for in the absence of 
corrective legislation, such surplus will only bring about more cuts 
in individual acreages. This same heavy impact has been felt in 
other crops such as cotton, peanuts, and tobacco. 

Thus the request of the domestic producer is merely that provision 
be made to set aside this present surplus, as was done in the case of 
CCC stocks, so that its impact on production will be removed. With 
that cloud out of the way, the second normal stage is the revision of 
the division of the growth of overall demand in the domestic demand 
for finished sugar. This amendment proposes a return to the original 
55-45 relationship on all demand in excess of 8.2 million tons. The 
set-aside of surplus amounts to but 188,000 tons and these figures rep- 
resent a minimum, and by no means any great or dramatic improve- 
ment, to domestic producers. I urge this committee to approve this 
reasonable and necessary adjustment to domestic production with the 
belief that other producer interests are adequately alined and ad- 
justed. 





STATEMENT oF Hon. Evrorp A. CeperserG, A REPRESENTATEVE IN 
Concoress From Tue 10TH Disrricr or Micnican 


Mr. Ceverserc. Mr. Chairman and members of the House Com- 
mittee on Agriculture, I want to thank you for the opportunity to 
appear before you to voice my support to legislation which a number 
of iny colleagues and myself have introduced with respect to sugar 
quotas. 

Beet-sugar production has long been an important agricultural 
industry in Michigan and in the 10th Congressional District, which 
I represent. 

The present critical situation of the domestic beet and mainland 
cane-producing areas is the result of a combination of features. 

One of these—and I believe the most important—is the generous 
concessions that have been made to Cuba. The thing that disturbs 
me about the past record in this connection is that while Cuba’s share 
of the sugar market has been increasing, we have been forcing our own 
producers to virtually stand still with respect to production levels. 

Following the war and as a neighborly gesture to Cuba we granted 
her certain concessions to help her stabilize her economy in a postwar 
era of uncertainty. It is good to help a neighbor but we must also 
consider members of our own family. This is especially true when we 
find the neighbor has bypassed the intent of our assistance. In this 
case Cuba has not adjusted her production downward as the program 
was designed for her to do, but instead she has increased production. 

We not only gave Cuba the right to market 95 percent of the amount 
formally produced in the Philippines but we gave her certain privi- 
leges in making up domestic deficits. 

The fixed — set up under the 1948 act which gave emergency 
porn to Cuba are causing severe hardships in our domestic sugar 
industry. 

J donee believe the sugar-beet farmers of Michigan and the beet 
and cane growers of other States and offshore areas should be de- 





AMENDMENTS TO SUGAR ACT OF 1948 657 


prived of the right to participate in the growth of the United States 
sugar market. 

r oe is growing at an accelerated pace and Cuba should 
certainly not have an advantage over domestic producers in filling the 
increased needs of this added population. 

My bill, H. R. 5507, and companion bills introduced by my col- 
leagues, would correct what we feel is a grave, present-day injustice 
to the domestic sugar producers, and I would urge your committee 
to give these bills favorable consideration. 


STATEMENT OF Hon, Pau G. Rogers, A RepreseNTATIVE IN CONGRESS 
From THe Strate oF FiLorma 


Mr. Rocers. Mr. Chairman and members of the Agriculture Com- 
mittee, I am grateful to you for holding hearings on H. R. 5406 and 
similar legislation, including H. R. 5413, which I introduced. Your 
allowing me to testify in behalf of this legislation is deeply appreci- 
ated because of my very strong and sincere feeling that this sugar 
legislation is necessary and in the best interests of the country as a 
whole—farmers, businessmen, laborers, and consumers. 

Had not this legislation been introduced and had not your committee 
seen the urgency of action, I am sure that no plan for the relief of our 
own American sugar growers would have come about. As soon as 
the hearings were set, we began to see action. The State and Agri- 
culture Departments finally came forth, agreeing in fact that (1) 
relief should be granted our domestic sugar producers, (2) that the 

rowth formula of 55 percent to domestic producers and 45 percent to 

oreign producers should again be in effect after its temporary inter- 
ruption from 1948 to the present time—for the postwar readjustment 
of our good neighbor Cuba. 

In this day and age, I am sure it is comforting to all Americans to 
know that the Congress is alert to the needs of our own people and 
that this committee has set about to do something to correct a situation 
which has denied the American producer of sugar a single ounce in 
the growth of our own American market since 1948. 

As you know, certain quotas were set in 1948 to afford temporary 
relief for Cuba, quotas for domestic 4s well as foreign producers. It 
was stated in 1948 that this program was of a temporary nature. This 
no one.denies. Since the 1948 quotas, the American consumption of 
sugar has grown by approximately 135,000 tons per year. Cuba has 
been getting 96 percent of the entire growth in our market each year. 
Other foreign countries get 4 percent—and what about the American 
producers? They get not one single grain. 

What effect has this had on the American producers? I can tell 
you from firsthand experience. In the Sixth District of Florida 
which I have the honor of representing, there is approximately 40,000 
tons of sugar that is having to be stored because of the quota on our 
producing sugar. Almost $7 million in the Sixth District alone stored 
with no hope of sale under the present quota, not to menticn the at- 
tendant costs of storage warehouses, disruption of planting which 
will adversely affect our economy. This piling up of sugar did not 
come from increased acreages, rather it came about from acrea 
which have been reduced, first 10 percent last year and 8 percent this 
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year with another 10 percent in prospect for 1956. Increased produc- 
tivity through favorable growing years and improved methods of 
cultivation and types of seed both in cane and beet areas have brought 
this about. 

The effect on the economy of my area is tremendously adverse as 
you can well understand, when farmer, businessman, and laborer are 
all hit by these conditions. All our people are asking is fair play. 

We do not want to cut Cuba’s present quota—the legislation does 
not cut Cuba’s quota—it simply allows an adjustment to be made 
from the increased American market over and above the present quotas. 

The growth formula is fair as set forth in this legislation, by allow- 
ing our domestic producers 55 percent of the American market as it in- 
creases, and 45 percent to Cuba and foreign countries who will con- 
tinue to increase their sales to the United States as this market grows. 

I have discussed the plight of the sugar industry in my area. What 
about Cuba? I would like to direct your attention to an article which 
appeared in the Miami Herald, Sunday, July 10, 1955, written by 
Ruth McCarthy, from Habana, Cuba, entitled “Cuba’s Rolling in 
Clover and Sugar This Year”: 


HasBaNna, CusnA.—Business prospects for this tiny island republic are as bright 
as its summer sun. 

+ * * . * s © 

Although sugar prices for the first 5 months of the year declined 2 to 4 points 
from the prices which prevailed in the same period last year, exports of raw and 
refined sugar were up some 6 and 22 percent respectively, in the first quarter. 
Dollar value of molasses exports in the same period were up 79 percent. 

Another boost to the economy has been the stepping-up of private investment, 
together with a proposed 4-year $400 million public works program which has 
stimulated economic development. 

General revenue collections also point the way to increasing prosperity. For 
the first 4 fiscal months collections totaled $86,430,179, a 12 pereent increase 
over the same period last year. Total collections were $110,100,217, an increase 
of 2 percent. (Interior revenues and Habana customs receipts in the same 
period were up 13 and 7 percent, respectively. ) 

Money in circulation at the end of the first trimester was up about 2 percent, 
with Habana bank clearings of $2,120,555,898 showing a 13-percent increase for 
the first 5 months of the year. 

Retail sales throughout Cuba also showed marked improvement for the first 
months of 1955. Automobile and truck sales were more than doubled in the 
same period. 

Private construction is continuing at an all-time high for building. Permits 
issued in Habana for the first 5 menths reached $23 million, continuing last 
year’s momentum and running about 15 percent ahead of 1952 and 1953. 


* * * * * * * 


Electricity production in kilowatt-hours totaled 308,637,000 in the first 4 months 
of 1955, as compared to 287,017,000 in the same period last year. 

The Banco Nacional de Cuba predicted a rise in national income for 1955 be- 
cause lower prices are compensating for population increases. Gross national 
income in 1954 was estimated at about $2.1 billion. 

Official sources say the budgetary deficit for the 1954—55 year will be much 
smaller than in previous years because of the pickup in revenue collections. 

Economists likewise noted a hike in foreign investment, principally from the 
United States. Total United States investment here is now about $700 million, 
a rise of $50 million over preceding years. 

Oil exploration in Cuba is also at an all-time high. Although production so 
far amounts to less than 2,000 barrels a day, important development plans have 
been announced by Esso, Shell, and Texaco. 

Esso will spend over $20 million to expand its present refinery setup at Belot 
while Shell will spend around $25 million to build a new one. Texaco also an- 
nounced that it has the green light from the Government to go ahead with a 
new $14 million refinery at Santiago de Cuba. 
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We want Cuba to be prosperous. We know that she will continue 
to be under this legislation. Certainly the State Department and 
Agriculture Department believe this by their proposal of reinstitution 
of the growth formula. 

We in Florida do need help by being given a fair chance to sell in 
our own market, to at least supply 1.5 percent in the annual increase 
of consumption of sugar in these United States. That is all we are 
asking—1.5 percent of the increase each year. 

The farmers, businessmen, and laborers of my area have come to 
the Congress of the United States—to this committee to ask for fair 
treatment as Americans—nothing more—knowing you will give them 
nothing less. 


RESOLUTION To MAINTAIN PRESENT CUBAN SUGAR QUOTA 


“Whereas the prosperity of Miami and Dade County, Fla., depends to a great 
extent on trade with our next door neighbor, Cuba; and 

“Whereas Cuba is one of the United States’ best customers in Latin America ; 
and 

“Whereas Cuba, in order to maintain its present high level of purchases in the 
United States, must be able to sell its main product, sugar; and 

“Whereas the House Agricultural Committee is now holding meetings or 
hearings to cut the existing, agreed upon quota for Cuban sugar: Now, therefore, 
be it 

“Resolved, That the Dade County Central Labor Union go on record opposing 
any cuts in the present Cuban sugar quota upon which the prosperity of this 
area so greatly depends and that a copy of this resolution be forwarded to 
Congressman Harold Cooley, chairman of the House Agricultural Committee, 
informing him of our position and that a copy be forwarded to the legislative 
department of the AFL in Washington.” 

By order of the delegates assembled of the Dade County Central Labor Union, 
June 27, 1955. 

[SEAL] (Signed) E. H. Chambers. 

(Typed) EpnGcAr CHAMBERS, Secretary. 


STATEMENT or Hon. A. L. Mitier, A RepreseNTATIVE IN CONGRESS 
From THE Stare oF NEBRASKA 


Mr. Murer. Mr. Chairman, I wish to thank you and the members 
of your committee for the opportunity of appearing before you on 
behalf of the sugar legislation. I have introduced H. R. 5432, which 
would amend the Sugar Act of 1948 and grant the domestic sugar 
producers a share of our increased consumption. 

The sugar industry is important to Nebraska and Nebraskans. I 
am told that the State is the fourth largest 4 8 producer in the 


country, even though growing and processing beet sugar does not 
make up a large percentage of the State’s income. To the people 
whose incomes and livelihood depend upon this source, however, grow- 
ing sugar beets, processing them into refined sugar, and selling the 
sugar on the market is the most important thing in the world. It is 
pretty hard to explain to a sugar beet grower, at a time when our 
national sugar consumption is greater than it has ever been, he must 
lant fewer and fewer acres to sugar beets each year, and why there 
is no market for some of the sugar he does produce. It is also hard 
to explain to the processor and the distributor why they are not per- 
mitted to compete on the open market with the foreign countries and 
territories who supply such a large part of our sugar needs. 
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Historically, this Nation’s sugar demands were divided in such a 
way that our domestic producers received the lion’s share of the mar- 
ket. Over the years one agency of government or another has con- 
tinually preached soil conservation, irrigation, crop rotation, fertiliza- 
tion of soil, improved planting and cultivation techniques. We have 
encouraged farmers to invest in land, improvements, and farm ma- 
chinery—all with the idea of boosting production to meet the in- 
creasing demands of our growing population, and improving upon 
what was already the highest standard of living of any country in the 
world. Under this encouragement, our farmers began producing 
more and more sugar beets, so that they are presently producing about 
2 million tons more than they did in 1947, and on 10 percent fewer 
acres. Under this encouragement, they put more land into cultiva- 
tion, invested in irrigation equipment, bought expensive and special- 
ized machinery, set up rotation programs, with reliance on the sugar 
beet crop. 

Then, in 1948, the Congress passed the Sugar Act which disturbed 
the historical balance, and fixed sugar marketing quotas until 1956. 
Our national sugar consumption was, at that time, approximately 7.2 
million tons. The law fixed the quota for United States growers at 
28 percent, or approximately 2 million tons. ‘The island possessions of 
Hawaii, Puerto Rico, and the Virgin Islands were allotted 27 percent 
of our annual needs, and the other 45 percent was given to Cuba and 
the Philippines. This law, anticipating an increase, reserved 96 per- 
cent of the increased national consumption to Cuba, but gave none to 
the United States. Our domestic producers have not participated in 
the increase of more than 1 million tons that has come about since 
the quotas were fixed in 1948. As a consequence, many acres of land 
that were broken, cultivated and fertilized to grow sugar beets—at 
the insistence of the United States Government—must now, because 
of the severe cuts in sugar beet acreage during the past several years, 
go out of cultivation or be planted back to other crops. Many of the 
. crops best grown on sugar beet ground, such as corn and cotton, are 
already piled high in our surplus storehouses, and we have discouraged 
farmers from planting new acres that will add to this growing prob- 
lem. 

The sugar law, as it now stands, is not consistent with our basic 
American philosophy. We are a great, growing, dynamic country. 
We have quite consistently, down through the years, tried to encourage 
the growth of our industries by methods too numerous to mention, 
such as research grants, foreign aid, reciprocal trade agreements, and 
tax benefits, to name a few. Now that the farmer has learned to make 
better use of his land, it is not right to throw a roadblock before him. 
It is not right to say to him, “Now that you have bought this land, 
put it into cultivation, and under irrigation, and have bought this 
machinery, you can’t use it.” Neither is it fair to deny the refiners 
and distributors who have done so much to improve our economy the 
access to markets that we and they have helped to create. 
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Coneress oF THE Untrep States, 
Hovuse or REPRESENTATIVES, 
Washington, D. C., June 10, 1955. 
Hon. Harotp D. Coorey, 
Chairman, House Committee on Agriculture, 
Washington, D. C. 

Dear Mr. Cuairman: I sincerely appreciate your invitation to tes- 
tify before your committee on my bill to amend the Sugar Act, H. R. 
5600. 

Unfortunately, a recent surgica] operation makes it necessary for me 
to take a short leave of absence, and I do notanticipate that I will be 
able to appear on June 24, I should greatly appreciate it, therefore, if 
you would make the attached extension of remarks, which appeared 
in the Congressional Record of April 18, a part of the committee 
record. 

May I respectfully urge your favorable consideration of H. R. 5600 
or similar legislation. 

With kind personal regards, I am, 

Sincerely, 
Cuarues S. Gupser. 


SraTeMENT or Hon. Cuartes S. Gupser, A REPRESENTATIVE IN 
Coneoress From THe Strate or CALIFORNIA 


Mr. Gurser. Mr. Chairman, the domestic sugar producers of this 
country are the victims of an extremely unfair set of circumstances. 
Our Nation is growing by leaps and bounds and is consuming more 
sugar each year. And yet, our domestic sugar producers are denied 
the right to grow and sell 1 single pound of this increased consump- 
tion. “Today. I have introduced a bill which will correct this situation, 
and I urge the support of my colleagues. 

In 1948, American sugar producers took an important step. In far- 
sighted recognition of the necessity to give the Republic of Cuba an 
opportunity to reduce its sugar production from abnormally high 
wartime levels, the domestic producers temporarily relinquished their 
right to share in the growth of the domestic market. Under the 1948 
act, domestic sugar producers can market no more than 2,300,000 tons 
in 1 year, while Cuba was given the right to market 95 percent of the 
amount by which the war-damaged Philippine industry would fall 
short of its quota while rebuilding. At the same time, Cuba continued 
to share with domestic areas in making up deficits. Thus, Cuba has 
marketed some 5,250,000 extra tons of sugar in the United States, 
almost 30 percent more than its basic quota. 

_ As I have stated, the domestic producers relinquished their own 
ust rights to gre Cuba an opportunity to reduce production. What 
as happened? Cuba not only did not reduce, but increased produc- 


tion, and in 1952, it produced 8 million tons, one-third more than could 
be marketed anywhere in the world. 

Here at home, due to improved technology: and better farming 
methods, sugar-beet tonnage yield per acre has increased 20 percent 
since 1948, Last year, sugar-beet acreage was 10 percent less than 
before the first Sugar Act went into effect, but production was 14 
percent more. The fixed quota of 2,300,000 tons is forcing further 
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acreage cuts of 10 to 15 percent by established growers. Hardly any 
other farmer will be permitted to plant sugar beets at all, and many 
of the latter are war veterans on newly opened reclamation projects 
of the West, where sugar beets are vitally needed in the crop rotation. 

Mr. Chairman, if we now increase the 1955 marketing quotas for 
domestic beet and mainland cane areas, we do no more than to restore 
a just and basic right to a domestic farmer, that of sharing in the 
economic growth of his own country. Right now, in spite of the 
acreage cuts, production is exceeding marketing quotas, although the 
markets exist. The prime benefieiery, Cuba, has had ample oppor- 
tunity to comply with the spirit of the 1948 Sugar Act by reducing 
production from wartime levels. In contravention of this spirit, 
Cuba has increased production. We now feel that the right to share 
in our own growth, which we temporarily relinquished, should be re- 
stored to our growers. 

Passage of this bill will not be a repudiation of the historic rights 
of Cuba to market sugar in this country. It will only restore what has 
been the historic right of the American producer. 

I sincerely urge your support of this bill. 

The CuatrMan. The committee now stands adjourned. 

(Whereupon, at 12:50 p. m., the committee adjourned.) 

(The following communications were submitted to the committee :) 


CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., May 9, 1955. 
Hon. Haroxtp D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 
Dear Mr. CHAIRMAN: Enclosed is a copy of a letter which I have received 
from Mr. H B. Jones of the Crescent Manufacturing Co. concerning sugar quotas. 
I will appreciate it if the subject matter of this letter is made available to 
the members of your committee when they consider H. R. 5406, or similar 
legislation amending the Sugar Act of 1948. 


Sincerely yours, 
JACK WESTLAND, 


Member of Congress. 


May 3, 1955, 
Hon. JAcK WESTLAND, 
House of Representatives, Washington, D. C. 

Dear Mr. WESTLAND: I am addressing this letter to you because it relates to 
a subject that is not local but is national in its scope. 

This company has long been engaged in the manufacture and distribution of 
food products. It employs approximately 200 people who are directly dependent 
upon our operation. It uses a substantial amount of sugar in its own manu- 
facturing operations and even more important to the present subject, its products 
are very largely used in confections and sirups which, int turn, constitute a much 
larger market demand for sugar. 

Consequently, anything which increases the price of sugar has both a direct 
and indirect bearing upon our business operations. In addition, I think every- 
one will agree that any artificial course or control which increases the price 
of sugar unnecessarily is, in effect, the levying of a financia! burden upon prac- 
tically every individual in the country. It is our conviction that such an arbitrary 
imposition is being effected under the quota control and administration which 
operates primarily to limit the availability of sugar from Cuba, the world’s 
greatest and cheapest source of supply. 

Sugar, of course, essential and necessary to the national defense, but in view 
of the geographic, economic, and political relationship of Cuba to this country, 
I do not believe, nor have I ever seen it suggested, that Cuban production need 
be considered as other than an integral part of our own economy, and from the 
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standpoint of national interest and safety, it would seem that the Cuban sugar 
supply is as valuable and dependable as if grown in this country. 

Without trying to be too specific, it is my understanding that the United States 
demand for sugar amounts to eight or nine million tons annually, and under 
the law only a portion of this, running somewhere from a million and a half to 
2 million tons, has been allowed to come in from Cuba under its quota. Our 
domestic sugar price runs roughly around $8.50 to $9 per hundredweight, while 
the world price in which Cuba must dispose of the remainder of its crop is at 
a materially less figure, probably not in excess of half as much. In other words, 
the customers in this country are paying about twice the price at which sugar 
should be available to us if allowed to freely enter from Cuba, and it is costing 
all of us several cents a pound on eight or nine million tons of sugar to sub- 
sidize or protect domestic production, including production in Hawaii and the 
Philippines, which latter, I understand, to some extent receives the benefit of 
the quota. 

Perhaps my figures are not strictly accurate, but I think they are enough 
so te present the real situation that every user of sugar in the United States 
is paying far more than he should in order to maintain certain domestic or other 
favcred producers, and this in the face of the practical situation that Cuba 
could supply these needs just as safely and certainly and on a much more 
favorable economic and efficient basis. 

In the absence of national or defense needs, it seems unjustified and un- 
fair to protect and encourage by such means a special segment of local indus- 
try. In addition, there is also, of course, the practical consideration that our 
own manufacturers look to Cuba as an outlet for sale and consumption of our 
products, and if we don’t permit her to engage in the activity for which she 
is best qualified and for which there is practically no substitute in Cuba, 
then we necessarily restrict our own trade with her. 

While I realize that this is a vast and complicated subject, still if it does not 
rest on a matter of national defense, it seems to reduce itself to rather simple 
terms, and it would appear that it might even be a gerat deal cheaper to 
simpiy pay the local producers a direct subsidy to go out of business rather than 
impose an additional burden on every consumer to maintain an umbrella over 
them. 

If you feel that there is merit in these objections and suggestions, I trust 
that rou will be disposed to communicate your views to the administrative offi- 
cials having jurisdiction, who I assume would be Secretary Benson, of Agri- 
culture, and Secretary Dulles of the State Department. 

Yours very truly, 
CRESCENT MANUFACTURING Co., 
By H. B. Jones, Secretary. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D C., June 16, 1955. 
Hon. Harotp D. Coorry, M. C., 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: Enclosed is a copy of Joint Resolution 31, enacted by 
the legislature of the Territory of Hawaii in its regular session of 1955, request- 
ing the Congress of the United States to revise and extend the Sugar Act of 
1948, as amended. 

I will appreciate your making this resolution a part of the record on the 
proceedings covering the extension of the Sugar Act. 

Sincerely, 
Mrs. JosePpH R. FARRINGTON, 
Delegate from Hawaii. 
TERRITORY OF HAWAII 


OFFICE OF THE SECRETARY 


This is to certify that the attached copy of Joint Resolution 31, enacted by the 
Legislature of the Territory of Hawaii in its regular session of 1955, is a true 
and correct copy of the original which is on file in this office. 
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In witness whereof I have hereunto set my hand and caused the great seal of 
the Territory of Hawaii to be affixed. 
Done at Iolani Palace, in Honolulu, this 12th day of May A. D. 1955. 


[SEAL] (Signed) Farrant L. TurNer, 
Secretary of Hawaii. 


SENATE JOINT RESOLUTION 85—JOINT RESOLUTION 31— JOINT RESOLUTION Re- 
QUESTING THE CONGRESS OF THE UNITED STATES To REVISE AND EXTEND THE 
Suear Act or 1948, as AMENDED 


Whereas the sugar industry of Hawaii, composed of several thousand growers 
of sugarcane, is an integral and vitally important part of the economy of the 
Territory of Hawaii; and 

Whereas the dynamic progress and technological advancements which have 
distinguished and do now distinguish the Hawaiian sugar industry from other 
segments of the domestic sugar industry, require that all domestic sugar-pro- 
ducing areas of the United States shall henceforth share in supplying the con- 
tinued growth of the sugar market in the United States ; and 

Whercas there have been introduced in the Congress of the United States 
identical bills known as 8S. 1635 and H. R. 5406, which propose amendments to 
the Sugar Act of 1948, as amended, and such bi!ls provide for restoring to domes- 
tie sugar-producing areas, including Hawaii, their historic right to share in the 
continued growth of the United States sugar market: Now, therefore, 

Be it enacted by the Legislature of the Territory of Hawaii: 

Secrion 1. The Congress of the United States is hereby respectfully requested 
to enact legislation with provisions identical to those now contained in 8. 1635 
and H. R. 5406 in the Congress of the United States, amending the Sugar Act of 
1948, as amended. 

Sec. 2. Certified copies of this joint resolution shall be forwarded to the Presi- 
dent of the United States and to the President of the Senate and the Speaker of 
the House of Representatives of the United States, to the Secretary of Agricul- 
ure, to the Secretary of the Interior, and to the Delegate to the Congress from 
the Territory of Hawaii. 

Sec. 3. This joint resolution shall take effect upon its approval. 

Approved this 12th day of May 1955. 


(Signed) SAMUEL WILDER KING, 
Governor of the Territory of Hawaii. 








AMENDMENTS TO SUGAR ACT OF 1948 


THURSDAY, JULY 14, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10: 10 a. m. in room 1310, 
New, one Office Building, Hon. Harold D. Cooley (chairman) 

residing. 

, The iets The committee will please be in order. 

The committee has requested Secretary Benson to appear this morn- 
ing for the purpose of discussing legislation pertaining to sugar now 
pending before the committee and which has been under considera- 
tion for the past 2 or 3 weeks. 

We appreciate, Mr. Secretary, your coming before us this morning 
to give us your views on this very complex and perplexing problem. 

I note that you do have a prepared statement which we shall be 
very glad to have you present. I am certain that the members will be 
interested in interrogating you about the problems that we are now 
dealing with. 

We will be glad to hear from you now. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY HON. TRUE D. MORSE, UNDER 
SECRETARY OF AGRICULTURE; LAWRENCE MYERS, SUGAR DIVI- 
SION; DON PAARLBERG, ASSISTANT TO THE SECRETARY; 
EDWARD M. SHULMAN, SOLICITOR’S OFFICE; AND WESLEY 
D’'EWART, SPECIAL ASSISTANT TO THE SECRETARY 


Secretary Benson. Thank you very much, Mr. Chairman and mem- 
bers of the committee. 

May I first congraulate the committee for the very generous, patient, 
and constructive manner in which it has conducted the hearings on a 
most important and complex and difficult problem. 

We in the Department of Agriculture appreciate it very much. Iam 
sure that all segments of the sugar industry share our feeling. 

I appreciate your invitation to appear before you to discuss the 
proposed sugar legislation. Because of my long and close association 
with the sugar-beet industry I have asked Under Secretary Morse 
and Assistant Secretary McConnell of my staff to take major respon- 
sibility for our sugar program. 

And, of course, Larry Myers is known as Mr. Sugar down in our 
Department and has been heading this program for many, many years. 
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Nevertheless, I am glad to go into the sugar problem whenever, as 
at present, I am urged to do so and it seems desirable. It is my 
desire and determination, insofar as the Department of Agriculture 
is concerned, to be as completely fair and objective as is humanly 
possible. 

May I interpolate at this point, Mr. Chairman? I have been very 
closely associated with the sugar industry, the sugar-beet industry. 
My progenitors before me were closely: associated with me. 

The beet industry has been a part of the agricultural development 
of the West. As most of you know in the very early days of the 

ioneering of those mountain valleys out there sugar was one of the 
items that was in very short supply. Those early pioneers were a 
thousand miles from civilization. cut one of the commodities they 
had difficulty getting, which was not in adequate supply, was sugar. 

And the church with which I have the honor to be affiliated, took 
an active interest in trying to get a sugar supply. And at some 
ot expense sent men as far away as Germany and France and 

nally bought the first sugar-beet ree and shipped it into that 
area in order that the people might have a supply to meet their sugar 
needs. 

And so it has been a part of the very area where my people have 
been located. And so I have grown up with it more or less. 

However, I would like to make this clear, that while I have grown 
sugar beets and have fed the byproducts to livestock in my own farm- 
ing operations, I do not hold stock in any sugar company. I have 
never grown sugar beets for the Utah-Idaho Sugar Co. which is 
owned in part by the church. I think the church owns controlling 
interest. I have never grown sugar beets for that company, nor do 
I hold stock, nor am I an officer in that particular company. 

We have grown sugar beets for the Amalgamated and, also for the 
Franklin County factory, an independent up in southern Idaho. 

I make that by way of explanation. 

We need new sugar legislation this year. I believe there is wide- 
spread agreement with that position. Leaving aside for the mo- 
ment the nature of the legislation, I think it is evident that farmers 
need to know as far in advance as possible the conditions under which 
they will produce and sell their crops. Most sugar beets planted 
next spring will be paid for on the basis of the average price at which 
processors sell sugar during the year ending August 31, 1957. In 
the mainland cane area and in Puerto Rico and the Virgin Islands, a 
single planting of sugarcane characteristically lasts 4 or 5 years. In 
Hawaii, where the cane is harvested every other year, a single plant- 
ing usually lasts about 8 years. Although it would not be practicable 
for Congress to give sugar beet and sugarcane farmers as much ad- 
vance protection as they would like, it is hoped that Congress will 
continue the precedent started in 1951 by giving farmers a lead time 
of at least 1 year. 

The second major reason for enacting new sugar legislation this 
year is that 1956 is a presidential election year. Presumably Con- 
gress will wish to adjourn early next year. 

Moreover, to speak frankly, we must face the fact that the closer 
we get to election time the greater will be the danger that partisan 

olitics may get injected into our considerations. To date our sugar 
egislation has been essentially free of partisan politics. e 
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sugar program was developed in the 1930’s, when the Democratic 
Party was in control in both the legislative and the executive branches 
of the Government. The Sugar Act of 1948 was enacted by a Re- 
publican Congress and a by a Democratic President. 

When the act was extended in 1951 it was passed by a unanimous 
vote in the House and by a vote of 72 to 4 in the Senate. Again, 
therefore, it was supported wholeheartedly by both parties. I think 
much of the credit for this fortunate situation goes to the two gentle- 
men who have been alternating in recent years as chairman and minor- 
ity leader of this committee. Our domestic sugar industry would lose 
much if it were to lose such bipartisan support. 

To avoid unnecessary repetition, let me emphasize right now that 
the Department of Agriculture participated in developing the pro- 
posals presented to this committee by Assistant Secretary of State 
Holland the Under Secretary of Agriculture Morse, and that I support 
those proposals. 

The proposals of the executive departments necessarily involve com- 
promises. They were developed through a balancing of desires and 
objectives. On the one hand there is a desire to go ahead full speed 
in expanding our international trade; on the other hand there is a 
desire to give full assistance to our domestic producers. Cuba now 
supplies 96 percent of all increases in United States requirements. It 
wishes to maintain that advantage as long as possible. 

Domestic producers want larger quotas and they want them now. 
There is also a conflict between the interests of Cuba and other for- 
eign suppliers. The full duty countries feel they have never had a 
fair share of the American market. Cuba, however, is the country 
upon which we have had to rely for larger supplies of sugar needed 
to meet the requirements of wars and national emergencies, and Cuba’s 
current quota is considerably below the peak levels of the past. These 
were among the problems that had to be considered in arriving at a 
suggested program. It may be helpful to review some of the major 
points of conflict. 

At the outset it was generally agreed among people in the domestic 
sugar industry as well as among people in Government that it would 
be unfair to Cuba and probably injurious to the world sugar economy 
to enact legislation that would have the effect of cutting the Cuban 
quota, This made it necessary to confine quota relief to a revised 
sharing of future increases in consumption. 

Questions remained as to the point at which the domestic industr 
should start to participate in increases and as to the time that such 
participation should begin. The domestic industry wanted their 
quotas increased 188,000 tons in 1955. That would have given the 
domestic industry substantially all of the increase anticipated this year 
over the preliminary requirement determination of 8,200,000 tons now 
in effect, Since Cuba has already completed its harvesting on the 
basis of the law as it is now written, it was concluded that the 
amended act should not become effective before 1956. It was also 
concluded that the point at which domestic areas should start to par- 
a in supplying the increased needs should be a level close to the 
probable final requirement figure for this year. Accordingly, this 
point was set at 8,350,000 tons. 

The proposals made by the executive departments and set forth in 
H. R. 7030 (introduced by the chairman of this committee) do not 
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give the domestic areas all they requested but the provisions are ex- 
pected to increase domestic marketing quotas as a whole by around 
550,000 tons or 12 percent during the lite of the proposed extension. 
For the respective areas the increases would be as follows: 

Mainland cane area, 21 percent; beet area, 13 percent; Puerto Rico, 
Hawaii, and the Virgin Islands, each 10 percent. 

Under the proposals the domestic areas will again participate in the 
expansion of the domestic market and collectively they will supply 
55 percent of that increased requirement. 

H. R. 7030 will not give the mainland areas the assistance they will 
probably need this year in disposing of their 1955 crops and accumu- 
lated stocks. The mainland cane area had 395,000 tons of old-crop 
sugar on hand or to be harvested after January 1 of this year. Of 
this quantity, 365,000 tons will be marketed against the 1955 quota 
leaving only 135,000 tons of the fall crop that can be marketed prior 
to January 1, 1956. Approximately 30,000 tons produced by Florida 
mills last spring must be carried over until 1956. 

I understand the chairman has asked why the Department did not 
cut the acreage in the mainland cane area sufficiently to prevent this 
buildup of stocks. To be frank about it, we did not anticipate the 
succession of record yields per acre that we have had in the past 3 
years. The absence of killing freezes during this period partially 
explains the high yields but new varieties and improved cultural prac- 
tices are also of major importance. 

In the beet area, the stock situation is less acute but it is serious for 
certain companies. Some of the California companies, in fact, had 
such large stocks at the beginning of this year that they were unable 
to contract with growers for the full proportionate share acreage in 
1955. 

To afford these areas necessary relief in disposing of their 1955 
crops, the administration is prepared to buy and distribute under for- 
eign-aid programs 100,000 tons of surplus overquota sugar. The 
details of this program have not been worked out and it would seem 
unwise to attempt to work them out at this time. The purpose of the 
program is to eliminate inequities that might otherwise exist. There- 
fore, we need to develop the program in light of the legislation that 
is passed and of this fall’s crop outturns. 

The chairman has asked the Department to draft a provision that 
would make such a procurement program mandatory. The necessary 
language has been drafted. And with the permission of the chair- 
man I would like to make this draft a part of the record at this point, 
if it is in order. 

The CuarrMan, Yes, sir; you may do so. 

(Section 1 is as follows :) 


Section 1. A new section 414 is added to such Act as follows: 


“Seo. 414. (a) To alleviate the conditions which exist in the continental United 
States sugar-producing areas by reason of the quantities of surplus overquota 
sugar produced in such areas, the Commodity Credit Corporation shall during 
the 1955 calendar year carry out loans, purchases, or other operations with 
respect to 100,000 short tons of sugar produced from the 1955 or previous crops 
in such areas. 

“(b) Sugar acquired hereunder shall be disposed of outside the continental 
United States in such manner as the Corporation determines will not unduly 
interfere with normal marketings of sugar, including dispositions under the 
Agricultural Trade Development and Assistance Act of 1954, as amended. 











AMENDMENTS TO SUGAR ACT OF 1948 669 


“‘(c) No borrower shall be personally liable for any deficiency arising from 
the sale of the sugar securing any loan made under authority of this section, 
unless such loan was obtained through fraudulent representations by the bor- 
rower. This provision shall not, however, be construed to prevent Commodity 
Credit Corporation from requiring the borrower to assume liability for defi- 
ciencies in the quality or quantity of sugar delivered under the loan, for failure 
to properly care for and preserve such sugar, or for failure or refusal to deliver 
the sugar in accordance with the requirements of the program. 

“(d) Sugar acquired hereunder shall not be subject to the provisions of title 
II of this Act.” 

Secretary Benson. I wish to call particular attention to the fact 
that this language provides that the sugar procured and distributed 
in accordance therewith would be in addition to the quantities charged 
against the marketing quotas under title IT of the Sugar Act. 

Although the draft language provides for the carrying out of loans, 
purchases, or other operations, it is our expectation that we would 
utilize the purchase procedure. From the standpoint of the Govern- 
ment the purchase procedure is the more simple and direct method of 
srocuring supplies promptly for use in our foreign-aid program. 
Y rod the standpoint of our growers, the purchase procedure is also 
the more effective, since it would avoid the necessity of holding stocks 
in the warehouses of borrowers or others until the loans are called. 

I know that consideration has been given to the making of rigid 
yrice-support loans on all overquota sugar. I believe consideration 
fit also been given to requiring that such loans be made on overquota 
sugar in excess of a normal carryover inventory. I think the under- 
taking of such loan programs on sugar would be a grave mistake. I 
would be forced to oppose such operations for the following reason: 

First, we would have no prospective outlet for such quantities of 
sugar. The quantities involved would be far in excess of the re- 
quirements of our foreign aid program. 

The question has been raised as to the feasibility of utilizing such 
sugar as emergency stockpiles. Such eae would give no sig- 
nificant protection to the consumers of this country. A stockpile to 
meet even a mild emergency such as that caused by the outbreak of 
fighting in Korea would require more than a million tons of sugar. 
Therefore, the real protection to domestic consumers must lie in 
prompt procurement action at the outbreak of an emergency rather 
than in the carrying of stockpiles which would result in great ex- 
pense and market embarrassment during peacetime. 

The piling up of overquota stocks under rigid price supports would 
lead inevitably in one of three directions: the drastic curtailment of 
production, or the undertaking of export subsidy programs to force 
such sugar onto the world market, or the gradual elimination of 
quotas on domestic production and marketing. 

It is well known that the domestic industry does not wish tighter 
acreage controls. This is particularly true in the mainland cane area 
where stocks are most burdensome. 

The undertaking of an export subsidy program to dispose of highly 
protected domestically produced sugar would be most difficult to de- 
fend. The inevitable result of such a loan program would be to in- 
crease the demand for ever higher domestic marketing quotas and 
ever greater relaxation from production controls. 

We should decide in advance what part of our domestic require- 
ments of sugar should be supplied by domestic producers and what 
part should be imported from Seiten countries. We should not back 
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into national self-sufficiency in sugar as a means of escape from an 
ill-advised loan program. 

The addition of rigid price support loans on sugar in excess of the 
—T for which we have a prospective outlet would not be in keep- 
ing with the nature of our sugar program which has operated so well 
over the past 21 years. We cannot have our cake and eat it too. The 
Sugar Act affords domestic producers effective protection for a limited 
production. If we are to remove the limitations on production and 
marketing then we must, if we are consistent, reduce or eliminate the 
protection afforded our domestic industry. 

It has been suggested that it might be wrong to make any change 
in the act effective prior to 1957. This matter received most careful 
consideration by the executive agencies and it has been considered at 
length by your committee. I think it is fair to say that it was hoped 
and even anticipated at the time the Sugar Act was extended in 1951 
that it could remain in effect as then written through 1956. 

Everyone knows, however, that Congress has the right to amend 
legislation whenever it sees fit. Most of the arguments advanced in 
this connection are to the effect that the Sugar Act should be treated 
asacontract. The upshot of these arguments is this country can carry 
out its obligation to Cuba only if the act remains unchanged through 


1956. These arguments carry with them the corollary proposition 
that at the end of 1956 our obligations to Cuba will be fulfilled. This 
would be a very grave mistake. Our relationships with Cuba are con- 
tinuing ones. They cannot be maintained for a given period of years 
and then be dropped. They will be just as important after 1956 as 
they are today. H. R. 7030 will not give Cuba all that Cuba had 


hoped for and neither will it give our domestic areas or the full-duty 
countries all they desire. 

The chairman has suggested that the executive agencies consider 
purchasing sugar in Cuba in compensation for any loss that country 
might sustain under the revised act in filling this country’s 1956 re- 
quirements. I think the suggestion is constructive, and I am certain 
that it will receive careful consideration. However, I am not in a 

osition to commit the executive agencies on the matter, and I think 
it would be unwise to attempt to secure a commitment at this time. 

First, we do not know how much sugar, if any, will be needed in 
connection with foreign-aid programs in 1956, The current estimate 
is that about 100,000 tons will be financed by International Coopera- 
tion Administration during the present fiscal year. The quantity is 
being reduced rather sem and presumably the requirements will be 
still smaller in 1956. 

Further, I think great care should be taken in connection with 
any such operation to make sure that it carries no implication of any 
limitation upon the power of Congress to revise legislation. 

Admittedly, the purchase of domestic sugar for use in the foreign 
aid program is an expediency. In undertaking to work out such 
expediencies it should be kept in mind that the United States is not a 
normal exporter of sugar and is not likely to become an economic sup- 
plier to the world market. Since this Government happens to have 
outlets for sugar in connection with its foreign-aid programs, it is rea- 
sonable to utilize such outlets to relieve stresses that might otherwise 
exist. 








AMENDMENTS TO SUGAR ACT OF 1948 671 


It would be a disservice to domestic producers, however, to permit 
them to expand production or to continue to produce in excess of their 
quotas for the purpose of filling foreign-aid requirements. More- 
over, since these requirements are declining rapidly they could not af- 
ford a potential outlet for major quantites of sugar in the future. 

On the whole, the proposals embodied in H. R. 7030 a to con- 
stitute a reasonable balance of the conflicting objectives of the various 
domestic and foreign areas supplying this market. I sincerely hope 
that all groups will support the bs oa with the auxiliary purchase 
program, as the most effective and certain method of insuring the 
necessary legislation this year and of providing reasonable and prompt 
relief to our domestic producers. 

Thank you very much, Mr. Chairman. 

The Cuarrman. We thank you, Mr. Secretary, for this statement. 

I would just like to say that I want to thank you for your opening 
statement, and to say that I know it is a fact that my colleague, Con- 
gressman Hope of Kansas, during the time that he has been chairman 
of this committee, and I, both, have tried to desperately, and I think 
very successfully, to prevent partisan politics coming into our delib- 
erations in this committee room. Only on rare occasions have we ever 
evidenced anything that would indicate partisan politics was playing 
a part in the actions of this committee. 

I know that all of the members of this committee have taken just 
pride in the fact that this Sugar Act has operated successfully and 
well. And I remember in the opening of these hearings I compli- 
mented Larry Myers for the splendid manner in which he had dis- 
charged the duties of his responsible office. 

I think every member of the committee appreciates the importance 
of this act to all segments of the industry. And when you have varied 
interests in a business of this magnitude it is only natural that you 
find difficulty in trying to satisfy all of these segments involved. 

We have tried desperately here to iron out these controversies that 
have arisen in this very complex legislation. The committee mem- 
bers have been here morning, noon, and night, and have worked on 
this thing. I do not know of any particular piece of legislation that 
the committee has worked more faithfully on than on the legislation 
we are now considering. 

We have some experienced legislators on this committee, I am 
sure you are aware of that, and I think those of us who have had 
experience know, as Mr. Hope pointed out, that most legislation is 
the result of compromise. 

I am sure that those of us who have no sugar in their districts 
have no immediate interest in sugar, are in a position to impartially 
appraise the arguments that are presented and to try to arrive at 
some just conclusion. 

The fact remains that members of this committee have been criti- 
cized from time to time, and I think rather severely and unfairly, 
because we have not reached any conclusions and we have now been 
in session in January, and here it is July. The fact remains that this 
committee has other matters of great importance. . 

I am told more bills have been referred to this committee during 
the current session that have heretofore been referred to this com- 
mittee in the course of 2 years. We have about 16 subcommittees 
that have been working very faithfully in an effort to meet the problem. 
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I was told yesterday that 25 percent of all of the laws enacted 
during the current session were laws that came through this committee, 

I just throw that out, so that you and the industry will know that 
the committee has worked faithfully. 

As for the necessity of this bill, I realize just what you said with 
reference to the desirability of having heeidlotion otten into shape 
during the current session as to avoid consideration olde an election 
year. That same thing applies to other bills that we have considered 
in this committee. I am sure that this committee, and every member 
of it, has approached and will continue to follow the line of no polities 
to come into this committee room. 

We come to the question of the need for the law. 

As you pointed out, it does not expire until the end of 1956. 

When that law was first, or last, before this committee, it was cer- 
tainly my understanding at that time that the law would run its full 
course and would not be changed until it had expired, but I agree 
with you that Congress does have the right, the legal and the moral 
right, for that matter, to change any law we want to change. I have 
been under the impression that the people of Cuba regarded this 
somewhat in the nature of an agreement. 

While Cubans recognize our right to change the law, they have 
indulged in the hope that we would not change the law. I think that 
they feel any change that adversely affected their welfare now would 
involve in some degree a breach of faith, and they hope that it will 
not be changed to their disadvantage. 

Now, in the testimony of Mr. Crosby, he indicated that the proposed 
changes in the bill which I introduced would not adversely affect 
them, only to the extent of about 60,000 tons. That is the reason I 
proposed that we purchase 60,000 to 75,000 tons, so as to eliminate 
any possibility of being accused of a breach of faith. 

I appreciate what you said about that suggestion. I realize, of 
course, that you are not in a position to commit the administration, 
but to know that you would look with favor upon the suggestion, if 
we are at that time purchasing sugar for our export relief program. 
That should be encouraging, at least, to the Cubans. 

When it comes to our domestic areas, they are demanding immediate 
relief. As you know, there is a bill, I think introduced by Senator 
Ellender, and cosponsored by about 48 other Senators—— 

Secretary Benson. Right. 

The Cuarrman. We have about 30 sugar bills before this com- 
mittee. We have members on this committee from the sugar-producing 
districts. All of them are intensely interested in trying to afford some 
relief for their constituents. 

But the bill as introduced by Senator Ellender, and the bills as 
introduced in this committee, one by the former chairman, Mr. Hope, 
and the others by other members of the committee, and other Mem- 
bers of the Congress, seem to be altogether unacceptable to the 
administration. 

On the other hand, the administration’s proposal seems to be in 
its present form altogether unacceptable to the domestic producers. 

I am not speaking for all of the producers. I may be in error when 
I say that. But we have not seen a spirit of compromise, which I 
had hoped that we would see, realizing that we must compromise if 
we are going to have a bill. We know that we are coming into the 
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homestretch and we are all hoping the Congress will soon be recessing. 
We are all aware of the fact that there are formidable forces in the 
Congress that do not want any change in the present law until it 
expires in 1956. 

Now, if we are going to have changes in the present law, we must 
approach the problem with a spirit of compromise. That is what 
I have been trying to do through the weekend, and even into the 
night. 

‘Under the proposal which is recommended by the State Department, 
and in which you concur, the domestic producers do not think that that 
affords enough relief, nor does it afford the immediate relief that they 
think they need. 

I have about come to the conclusion that some of our domestic pro- 
ducers are just seeing ghosts and they are being frightened by some- 
thing that might not happen. 

I can appreciate the fact that although Mr. Myers has performed 
his duties diligently and conscientiously in an effort to fix the acreage, 
so as to reach the tonnage which is desired in these different areas, 
has not with complete accuracy been able to make the acreage work 
out to produce the exact tonnage needed. That has resulted in this 
surplus. 

And I can regard this surplus as a temporary surplus, but it is a 
surplus that you are anxious to remove as a burden on the producers 
in the domestic areas. 

What I had suggested was that we arrange a program which would 
enable us to relieve the domestic producers of the burden they now 
have and to provide machinery with which it would enable you and 
Mr. Myers to relieve them of any burdens which might result from in- 
accurate calculations or surplus production in the coming years. 

For instance, in 1958, Mr. Myers fixes his acreages so as to produce, 
in the cane area, 567,300 tons; suppose they come out with, say 575,000 
tons, they have a burden. They have a surplus of overflow sugar. 

Under my proposal, it would authorize you by purchase or by loan, 
nonrecourse loan, to take that surplus off the market. 

I am perfectly willing to provide that after you have fixed your 
acreages that all of this sugar go into the market. 

The fact is that you have complete power as Secretary of Agri- 
culture over the sugar industry. You can control it. You do con- 
trol it from the time the beets grow in the ground until they are 
harvested, processed, and refined, and put on the market and go to 
the housewife’s table. 

There is a complaint about the high price of retail sugar in this 
country. I do not know whether you are aware of it or not but the 
consumers are aware of the fact that we do have a price-support pro- 
gram involved in the sugar program. We are paying now in excess 
of 10 cents a pound for retail sugar, whereas just across the border of 
Texas we can buy it for one-half of that. 

By bringing in more sugar from foreign countries, by permitting 
more sugar to be produced here, naturally that would result in a 
tendency to bring down that price. 

The consumers of sugar in this country are aware of the fact that 
this price is being held up by this program. I do not think that 
they want to destroy the program, but I know that the people en- 
gaged in the soft-drink industry, and the candy manufacturers, and 
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others that use sugar, are firmly of the opinion that we should bring 
in more sugar, so that we might have cheaper sugar. 

You have opposed, and you do oppose, the nonrecourse loan, and 
you suggest in lieu thereof what you have already heretofore sug- 
gested, a purchase program. That in itself, Mr. Secretary, is nothing 
more nor less than a complete subsidy to the extent of 160,000 tons, 
and it is a complete subsidy to an industry that is completely and 
absolutely controlled and regulated. 

I do not see anything evil about the nonrecourse loan. The reason 
I say that, Louisiana, for instance, thinks that they have now an effec- 
tive surplus of 228,000 tons. If they should have a freeze before 
harvesttime, they might not even have a surplus. It might not even 
be necessary for us to take millions of dollars of the taxpayers’ 
money and buy sugar, and give it away in the world. That is the 
reason I suggested the nonrecourse loan, to siphon off the sugar at 
the moment, to relieve the pressure at the moment. If they have a 
freeze in Louisiana, then sugar is available to be fed back into the 
market and sold within the quota. 

What you are proposing to do is to take 100,000 tons of overquota 
sugar and dispose of it in the world market. That brings me up to 
the question : 

How can we sell it into the world market in the light of the Inter- 
national Sugar Agreement? Does not that restrict us in our dealings 
in the world market? Do we have any right as a nonexporter of 
sugar to suddenly become an exporter of 100,000 tons of sugar, to sell 
it in the areas that are covered by the world agreement ? 

I pause for either you or Mr. Myers, either one, to give us that 
answer. If you cannot give it to us now, maybe you can give it to 
us later in the day. 

Secretary Benson. Let me make a brief comment on it. Mr. Myers 
may have something to add. 

s I understand it, our proposal would not be to sell the sugar in 
the world market, but to use it in our foreign-aid program, which 
would mean to be used as a donation, to be given away. So it would 
not go into the world market as a sale. 

The CHarrman. You would not sell it in the world market, even 
for dollars or local currency. So you would have to give it away and 
could not sell it. 

Secretary Benson. It might be used in exchange for foreign cur- 
rencies, but it would not be sold. 

The CuarrMAn. That would be a sale, because you do not exchange 
commodities for currency—you sell commodities for currency. 

Secretary Benson. I mean, it would not be sold competitively on 
the world market as other sugars. 

The Cuarrman. I do not see why it would not be competitive, unless 
you give it away. And I have some misgivings as to whether or not 
it would be appropriate for you to even give it away. 

I have talked to some of the men in the sugar business about it and 
they are apprehensive about your right to even give away sugar in 
the areas affected by the Sugar Agreement. There might be some 
places in the world that you could give it away where it would not be 
in any way competitive with the world sugar. 

T am just wondering where those areas might be. 

Secretary Benson. May I ask Mr. Myers to comment on that ? 
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The Cuairman. Yes. 

Mr. Myers. Mr. Chairman, as you know, under our foreign-aid pro- 
gram considerable sugar is being financed. That means that this 
Government is paying the dollars for it. 

Now, it is true when it gets to the foreign countries, whether it is 
given away, or no matter how it is disposed of, within the foreign 
countries it is distributed through their commercial channels, and 
sold for foreign currency. 

The Cuarrman. That is quota sugar, because we have nothing but 
quota sugar available for the market. 

Mr. Myers. That would be United States sugar. And our market- 
ing quotas apply to sugar marketed within the United States. 

The cecaiwen: which is drafted, following your suggestion on the 
point, would make it doubly clear, although 1 do not think that any 
further legislation is needed on the subject. 

The Cuarmman. I am not arguing the point that it cannot be sold 
domestically. I am sure you can sell it domestically. I am sure that 
the Secretary could increase the Cuban quota and bring in 200,000 
tons tomorrow and, in effect, we could bring down the local price, but 
do we have a right to suddenly become an exporter of sugar and sell 
it in the countries that are signatory to the sugar agreement ? 

Mr. Myers. Well, in the frat place, I do not know of any countries 
where ECA, FOA, or now ICA, is financing sugar that is a member 
of the sugar agreement, unless it would be Greece. 

However, under the International Sugar Agreement, we do not have 
an export quota. Weare importers of sugar. 

And the agreement recognizes, however, that importers may export, 
so long as they do not become net exporters. 

The CuarrMan. Here is what you have recommended to this com- 
mittee, that we buy with taxpayers’ money 100,000 tons of sugar. 

Mr. Myers. That is correct. 

The Cuarrman. As I see the picture—I may be in error—if you 
bought that sugar, you would have it on your hands forever and ever, 
unless you sold it here at home. You could not go into the world 
market and sell it. 

Mexico right now is begging for a place in the world market to 
increase her exports and sales in the world market, and she is restricted 
by the International Sager Agreement. 

How could it be possible that we should become exporters to go into 


' the world market and sell 100,000 tons of sugar, either this year or 


next year or any time within the life of the agreement ? 

Mr. Myers. Mr. Chairman, we are the largest importers of sugar 
in the whole wide world. As a matter of fact, we import almost as 
much sugar as almost all of the free market imports put together. 

This would not in any way make us a net exporter of sugar. 

The Cuarmrman. What do you mean, “net exporter"l We do not 
export at all. 

. Myers. We would not export anything like the quantity of 
sugar that we import. 

The Cuarrman. Maybe I am entirely in error, because you actually 
have been doing what I have suggested that you might not be able 
to do. You have been getting sugar out from the United States 
through MSA, anyway. 
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Mr. Myers. Most of it from foreign countries, some of it from time 
to time from domestic areas. 

The Cuarrman. Has that been under somebody’s world quota? 

Mr. Myers. No, sir; not if it comes from the United States. 

The Cuarrman. But if ECA buys 100,000 tons, and sells it to MSA 
and they send it out, you think that is proper and can be done and 
would not violate any of the terms of the world agreement? 

Mr. Myers. We feel that when the United States is financing this 
sugar, that would probably not go into consumption otherwise, that if 
it 1s for meeting an emergency situation, there is need to take it out of 
the domestic area, that we have that right to do so. 

I think that the United States Government, obviously, would reserve 
that right for itself. 

The Cuarrman. You say you would reserve it. I am wondering if 
the sugar agreement permits that, if it does permit it in that degree. 

Mr. Myers. I have studied the sugar agreement on that score, and 
I cannot find any basis of conflict. 

I have discussed it with some of our Cuban friends. I am willing 
to go over it with anybody. 

We certainly did not expect that this country would become a net 
exporter of sugar. And this would not involve it to say that we can- 
not export any. We obviously could. 

We have made it very clear that this Government understands that 
it can have some exports of sugar, because we always do have minor, 
dribbling bits, but always some. 

The CHarrmaAn. All right. 

Here is the thing about it. I understood that the World Sugar 
Agreement provided by specific terms that each participating country 
would share in the world market to a limited extent fixed in the agree- 
ment. 

My understanding is that maybe Mexico had 75,000 tons; that she 
has a right to sell in the world market. But we have no right to sell 
anything in the world market under that agreement, do we ? 

Mr. Myers. We are not net exporters of sugar, and therefore we 
have no quota. 

The net exporting countries are the ones that have quotas, that is, 
the countries that export more sugar than they import. An import- 
ing country always can refine export sugar. And it is my reading 
of the agreement—and I think the State Department people read it the . 
same way I do, and so testified to the Senate on the sugar agreement— 
that it would not preclude us from making some incidental exports 
of sugar. 

The CuHarmman. All right. We are talking about a legal, binding 
international agreement. If we have a right to put 100,000 tons in 
there, by the same token we have a right to put 1 million tons in the 
world market. 

Suppose we attempted to put any substantial quantity in the world 
market, would it not be a breach of the contract ? 

Mr. Morse. Mr. Chairman, the proposal and the administration’s 
position is not a sale proposal in the foreign markets that would dis- 

lace other marketings. It is a proposal that this 100,000 tons would 
e used in foreign aid programs, which would be increased consump- 
tion and would not be moving into world markets, as such. 
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The CHatrman. I know. The reason I pursued that as I have is 
that there is some indication that we would let it go out under the 
trade act for local currencies, which is definitely a sale for local cur- 
rencies, and not a gift. 

I will yield to Mr. Simpson for a question. 

Mr. Suwpson. This is in reference to the chairman’s question as 
to whether or not you have shipped sugar, either domestic or foreign 
sugar, toa sores country. ‘The question I want to ask is this: 

Have any of the other countries to the treaty or the agreement pro- 
tested what you have done? If they have not protested, it must have 
been all right. 

Have they protested? 

Mr. Myers. There have been no protests. I do not recall whether 
we have had exports under this program since the agreement has 
gone into effect. 

May I just come back to one point, Mr. Chairman, because I am 
quite sure there is a confusion on this exchange for foreign currencies. 

I think you are thinking about the program that has been enacted 
under which domestic agricultural commodities are sold abroad for 
re currency. That would not be involved in this proposal here 
at all. 

The CHamman. Would you use the $300 million that we gave the 
President, or the $350 million we gave Mr. Stassen, the MSA, and 
just acquire it and get rid of it through those channels? 

Mr. Myers. I hesitate to deal with legal issues here, because I am 
not sure of all of the laws, but let me say it this way, and I think that 
this is straight : That the sugar would go out under a program financed 
by the United States Government, where the local currencies would 
be taken. It would only be within the country. 

Those local currencies would in turn be spent within the country, 
in projects approved by the ECA, FOA, and ICA organizations, and 
it would not involve this program that you have enacted for exchang- 
ing our surpluses for foreign currencies, 

The Cuatrman. That brings me back to the legal question. Maybe 
you are not prepared to answer it now, but I certainly think that we 
should have an answer, because these parties involved want to know. 

You are of the opinion then that we do have a right to export sugar 
as long as we give it away? 

Mr. Myers. I think that we have a right, sir, to go further than 
that. I think that we would have a legal right to sell it. I think 
that we have a moral and legal right, if you please, to give it away. 

The Cuamrman. What does this International Sugar Agreement 
mean if it does not restrict each participating country to the quate 
therein provided? We have no quota in that agreement, do we? 

Mr. Myers. That is true, we have no quota in that agreement, but 
keep in mind the quotas within the agreement are for the exporters, 
the countries that are net exporters of sugar, who export more than 
they import. 

The Cuarrman. We are certainly a nonexporter. Even though a 
party to the agreement. we could not acquire any rights merely by 
virtue of the fact that the country happens to be a nonexporter, but 
is generous enough to want to give away something, because the very 
purpose of the Sugar Act was to protect the sugar market in the 
world; was it not? 
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Mr. Myers. You mean the sugar agreement? 

The Cuareman, Yes. 

Mr. Poacr. Let me see if we cannot clarify this thinking. Let us 
see whether we.are getting together or not by answering this ques- 
tion: If we buy 100,000 tons of sugar in Cuba, Cuba has a right to 
sell that sugar on the world market, as I understand it. If we buy 
the 100,000 tons in Cuba and move it into the world market, either by 
gift or sale, would that reduce Cuba’s right to sell that 100,000 tons? 

Mr. Myers. That would be charged against Cuba’s quota; that is 
correct. 

Mr. Poace. In other words, if we purchased this sugar from Cuba 
the effect of it is that we are simply selling under the Cuban quota 
and reducing the Cuban quota by that amount? 

Mr. Myers. Well, we are disposing of 100,000 tons of sugar that 
Cuba presumably would not otherwise dispose of and thereby creat- 
ing a 100,000-ton larger total world market. 

r. Poace. If we create a 100,000-ton larger world market, then 
we have not reduced Cuba’s right to sell. 

It seems to me that it is fundamental for us to know whether this 
is going to reduce Cuba’s right to sell on the world market by 100,000 
tons or whether it will not. 

Mr. Myers. Cuba is a net exporter of sugar. 

Mr. Poacr. And has a right to sell how many tons on the world 
market. 

Mr. Myers. Her basic quota is 2,250,000 tons. 

Mr. Poacs. All right. If we bought this 100,000 tons would 
Cuha’s quota automatically drop to 2,150,000 tons? 

Mr. Myers. It would be charged against that. 

Mr. Poaces. That is all right then. 

The Cuarrman. If that is true, if we buy domestic we have no right 
to sell through Cuba’s quota, unless Cuba agrees. 

Mr. Myers. We could not charge it to Cuba’s quota; no, sir. 

The Cuarrman. Then we have no quota of our own. 

What I am trying to emphasize is this: this is the crux of the 
whole business. I am just trying to ascertain definitely if we can, 
that if you acquire 100,000 tons or purchase, as you have proposed, 
sr a tons, it just appears to me that you are going to be stuck 
with it. 

As Mr. Simpson pointed out, you apparently have been selling some 
sugar in the foreign markets through the MSA or other Government 
agencies and nobody apparently has complained, but the fact that 
they have not complained does not mean that they will not complain 
if hereafter they think they are justified in complaining. 

It was as the result of a discussion late yesterday afternoon that 
T brought this oe I thought that we had a solution here. I thought 
that we probably had found an answer to the problem, but this 
friend of mine said, “I do not know how you would ever get rid of the 
sugar.” Before we leave that question, you confer with the attor- 
neys and let us see just where we are. 

{r. Myrrs. I should be delighted to take on those people, sir. I 
have worked since 1950 in drafting the International Sugar Agree- 
ment, in working on it, and I have conferred with the people in our 
own State Department, and I shall be delighted to confer with any 
others you send to us. 
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The Cuatrman. In other words, then let us leave it this way: You 

are firmly of the opinion that if you acquire the 100,000 by purchase 
you will have no difficulty to dispose of it in the world market? 
’ Mr. Myers. That is correct. Toil like just to carry it one step 
further. In the light of what the Secretary has stated about a gen- 
eral program that might involve us in huge quantities, that is some- 
thing that we would have to go beyond our own Government giveaway 
programs, if you please, and that is this, our price is above the world 
market price. If we were to force sugar on to the competitive world 
market through a subsidy, I think that would be contrary to our 
moral commitments of the International Sugar Agreement. 

The Cuarrman. That is the point I am making, this is a complete 
subsidy. 

Sechelt Benson. We are already, Mr. Chairman, disposing of 
sugar through our foreign aid program. Most of it is going into areas 
that would normally not purchase sugar. It represents in large meas- 
ure increased consumption in areas that are not able to purchase on 
the world market. 

The CuHatrman. All right. Every participating country in the 
world agreement is anxious to participate in the world market if it 
can be sold. 

Now you are coming to the point that they would have no right 
to complain if we gave it away in a manner which did not disrupt 
normal trade channels. 

Secretary Benson. That is right. That is it. 

Mr. Hors. This proposal, the disposal of 100,000 tons of sugar 
through the foreign aid program, was presented on the first day of our 
hearings. Since that time we have heard from all of those who are 
interested in this legislation. I have not been here all of the time, 
but I do not recall anyone representing other sugar areas who has 
objected to the disposal of 100,000 tons of sugar in that manner, al- 
though I have heard objections to almost every other proposal that 
has been made. 

So it would seem to me that there is no very general objection any- 
way, on the part of the producers in other areas to this proposal to 
dispose of 100,000 tons of sugar in this manner. 

he Cuarrman. If you will let me interrupt you, I did not mean 
to say that anybody had objected. I brought it out that they had not 
objected, but some of the people that I have talked to were appre- 
hensive about the question that Ibrought up. I think we have cleared 
it Ups Mr. Secretary. 

ou are now of the opinion that if we give it away in the world 
market in a manner which does not disrupt or adversely affect par- 
ticipating parties in the world agreement, they would have not justified 
complaint ? 

Secretary Benson. I think that is true. 

As I indicated, of course, the details will have to be worked out, but 
we are wont this right along now, and it is a relatively very small 
item in total in comparison with the total supply, as you recog iize. 


The Cuarrman. I understand that. We are doing under the Trade 
Agreements Act just what we are proposing to do now for sugar. 
Under that act we are not subjected to world agreements, although 
wheat is. We have a wheat agreement. Our wheat agreement may 
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be different from the sugar agreement, because it does not set the 
totals ; does it? 

Mr. Myers. I think it is a contractual relationship in the case of 
wheat, 

The Cuarmman. It merely fixes the prices. sai 

Mr. Morse. No, Mr. Chairman, there are quotas in it. 

Mr. Horr. I think perhaps I may have made an inaccurate state- 
ment a moment ago when I said that there had been no objections to 
this proposal to buy and to dispose of 100,000 tons of sugar. I meant 
objections from other countries, producing areas outside of this 
country. . . 

I do recall that the representatives of the beet producers did oppose 
that proposal; I want the record to be clear on that. iz 

The Cuamrman. We will come to the question of acquiring sugar 
from Cuba. Is it definite that if we did acquire 75,000 tons of sugar 
from Cuba in 1956 and sought to put it in the world market through 
MSA, that 75,000 tons would be charged up to Cuba’s world quota? 

Mr. Myers. That is correct. 

The Cuarmman. Then Cuba might object to that, because if we 
reduced their quota then actually it would be more profitable for her 
to sell to us that way than to sell direct on the world market. 

Mr. Myers. You are talking about your proposal for 1956, the 
so-called compensation proposal—that is what you are talking about? 

The Cuarrman. That is right. 

Mr. Myers. The Cuban people can speak for themselves, but it is 
my opinion that there should be no serious objection to that charge 
against their quota. 

The Cuarrman. In other words, if we purchased 75,000 tons from 
Cuba it would reduce Cuba’s participation in the world agreement to 
that extent, but it would be more profitable for her to do it this way 
than to sell in the world market. And, therefore, she would have 
no objection ? 

Mr. Myers. I should prefer to let them speak for themselves. 

The Cuairman. All right. You said that you do object to the 
loan program, but I notice in the language, Mr. Secretary, which you 
prepared at my suggestion, it authorizes the Commodity Credit 
Corporation during the calendar year 1955 to carry out loan pur- 
chases or other operations with respect to 100,000 short tons of sugar 
during 1955 of the previous crop in such area. 

You indicated clearly in your statement that of those programs 
you would prefer the purchase program rather than the loan program. 

Secretary Benson. Mr. Chairman, this is rather typical Agricul- 
tural Adjustment Act language, as you know. After very careful 
consideration we feel that the purchase program is sim i more 
direct. We are hoping that this is not going to be required annually. 
We think that is the best way to get at it, as I have indicated in the 
statement. 

The Cuarrman. It has been indicated here within the last few 
moments that the beet people do no want the purchase program. I 
have conferred with some of the representatives of the beet people 
and they have said that they actually do not want it. And they point 
out that if we start upon a program of purchasing sugar and giving 
it away, it is calculated to bette the sugar program into disrepute. 
They do not want to run that risk. 
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Secretary Benson. As a continuing thing, I feel sure they are 
justified in their feling. And I think you probably would find that 
they are just as vigorously, or more vigorously opposed, to a program 
which would involve loans as they would be to purchases, although 
I have not consulted with them on the matter. . 

The Cuairman. Suppose we follow your advice and put this pro- 
vision in for the 1 year, 1955. And suppose in 1959 they get into 
trouble again. What can wedo!? We have no machinery—we have no 
authority in this law to go beyond 1955 to relieve an unforeseen 
surplus. 

Secretary Benson. With our contemplated population growth, Mr. 
Chairman, we do not anticipate that a situation of that sort would 
arise. If it did arise, we would have to look at it at the time, of course. 

The Cuarrman. When we passed this act, or modified it in 1951, we 
did not foresee that—we did not contemplate that—and we thought 
that the program would operate without resulting in surpluses, But 
actually it did result in surpluses. And I can feel perfectly sure that 
it will result in a surplus within the next 5 years. 

Secretary Benson. Of course, we have a very important new factor 
in this situation now. That is this growth factor. The fact that the 
domestic industry is going to share in the growth, whereas heretofore 
they have not been sharing in that growth. And that provides an 
added safeguard which we have not had for domestic producers. 

The Cuairman, All of the other areas share in that growth formula, 
too, 

Secretary Benson. Yes; that is true. 

The CuaimMan. So one will even off the other, it seems to me. 

Secretary Benson. With this growth factor we have an opportunity 
to work out of temporary surplus situations much more effectively 
than we have been able to without it. 

The CHarrman. The growth factor is a limitation. It is limited 
right across the board and applicable uniformly or not so, but it is 
“Pen to all areas. 

Secretary Benson. Yes. 

Mr. Hors. I just want to make the observation, that Congress will 
be in session in 1959 and we can certainly deal with the subject when 
it comes up in the same way that we are attempting to deal with it now. 

Secretary Benson. Yes. 

Could Mr. Morse comment further on it? 

The Cuamrman. Yes. 

Mr. Morsz. The point the Secretary was making, of course, is that 
with the frozen ceilings which we have had in the current act, we have 
had an entirely different situation. In contrast under the proposal, 
the domestic industry will be getting 55 percent of the growth each 
year. 

So if there is an accumulation in the future it can be worked out 
under the growth in quota. Further, there is the provision both in the 
industry bills and in the bill that has been introduced by you, that defi- 
cits in domestic quotas resulting from the growth formula would be 
reallotted first to the domestic areas. 

If I am not correct, I would like to be corrected, Mr. Myers. 

The Cuarmman. I get the point that you made, but the fact is, it 
was not the overall limitation on the domestic producers that got us 

65704—55 44 
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into this trouble. It was the fact that the acreage allotments were not 
reduced drastically enough to keep the tonnage within the allocation. 
That is true now. 

I give Mr. Myers credit for every appropriate consideration and 
honesty and good judgment and everything else, but the fact is that he 
missed the mark. He might miss the mark again. 

Secretary Benson. There was a big factor of weather in there. 
That is true. But the fact remains that we did have a ceiling. We had 
a fixed quota for the domestic industry, whereas now in the domestic 
industry will share in 55 percent of any increase. That gives us some 
leeway which we have not had heretofore, and it is an added safeguard. 

The Cuarrman. All right. What you do in 1956, instead of giving 
the cane people 500,000 tons under this proposition you will give them 
549,349 tons. You give them more acres to enable them to meet that 
increased tonnage, and if you miss your calculations you will get back 
right into the same trouble. 

Mr. Hope says that we will be in session. Somebody will be here 
in future Congresses, but the fact remains that this proposition that 
you propose does not take care of future emergencies or eventualities. 

What we propose is to have this nonrecourse loan written into 
the law, and if we get into trouble, we feel like we need to use it, to 
move in and use it. You would not have to call a meeting here to 
reopen the act to authorize the buying and selling of sugar. 

Secretary Benson. I feel that the law as written, which provides 
for this sharing in the growth factor will certainly tend to prevent any 
such situation from occurring. 

The Cuarrman. Well, I do not agree with you on the proposition, 


because I think that the ea of an error, even after the exercise 


of the most honest judgment, still might result in bringing about the 
same situation that we have, because you have no control over the 
quantity produced on a given number of acres. 

The beet and cane people are doing what all of the other farmers 
are doing, intensifying their efforts, increasing their yields, and con- 
tinuing to do that with all of the new techniques and know-how that 
they are acquiring as we make progress, but if you would agree to 
what we are proposing, and when I say “we,” I mean I am proposing— 
nobody else wants to take credit—that you take off 100,000 tons and 
then let us give you the authority to make nonrecourse loans in the 
future. You do not have to use it if you do not want to, but there 
would be an obligation in the law and there would be authority in 
the law, so that if the beet and cane people got into trouble again, 
we would not have to disturb the whole sugar-producing area. We 
could come right in and make the loans to them and take the sugar 
off the market and go on and then cut them down the next year. 

I do not see why you object to giving you the authority. 

Mr. Myers. Since I apparently perpetrated this whole thing by not 
having cut the acreage—— 

The Cuarrman. Not with evil intent. [Laughter.] 

Mr. Myers. Thank you so much for that—not with evil intent. We 
do not have to question motives, but only judgment. 

I did not have a friend over in the Weather Bureau, nor—— 

The Cuarrman. You were not hoping for a freeze. [Laughter.] 

Mr. Myers. We do not hope for it, but I am sure that if we ever get 
this matter settled, then we will get freezes. 
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Let me say this, there is no difficulty about taking care of this prob- 
lem through a reduction in acreage. It would be perfectly simple 
administratively to do it. The only problem that is confronting us 
is that the mainland cane industry, in particular, although some in 
the beet areas feel the same way, do not want to cut acreage. 

I mention that for this reason: I think there has been going through 
your mind the thought that if we had a loan program to take care of 
this surplus we could then meet the problem the following year by 
a cut in acreage, exactly as you do in tobacco and cotton. 

The Cuatrman. That is right. 

Mr. Myers. There is no question about that philosophy. We could 
operate it except that the basic objective here is to try to avoid further 
acreage cuts in the mainland cane area, and I am sure Congressman 
Willis will agree with me. 

The Cuairman. Why go back to the very beginning of this act? 
At the opening of these hearings I brought out in the open and read 
a message that came down from President Franklin Roosevelt in 
which he clearly indicated that it was not contemplated that we would 
permit a eowth of the production of beet and sugarcane in this coun- 
try, but we would protect those who were then engaged and try to 
maintain them in production. 

Now, we have greatly expanded that. I can see that it is profitable. 
The beet and sugarcane producers will want to continue to expand. 

Mr. Poage has constantly brought up the question to what extent 
should we permit this necessarily expensive industry to continue to 
be subsidized substantially. That is the responsibility of this com- 
mittee. We will have to fix the figure. 


What is it going to be, 55 percent of our consumption? We should 
determine it now. If we are going to do what you suggest, why, the 
whole thing is absurd to say, “We are going to give you a quota, Mr. 
Willis, but next year, if you come back, if you want to increase it, we 
will increase it for you.” 

We have got to 9 erp the thing intelligently. That is the thing 

Vv 


that we want your advice on now. ‘To what extent should we continue 
to permit them to expand? 

Mr. Myers. Let me make it clear, Mr. Chairman, I am not stating 
the objective of the Department of Agriculture. I do not know what 
the objective is. 

The CHatrman. I know you are stating Mr. Willis’ wishes. 
[ Laughter. ] 

Mr. Myers. That is correct, and the whole mainland cane industry, 
and I have some sympathy with them. 

The Cuarrman. I have sympathy for them, too. 

Mr. Myers. We have cut them and cut them quite sharply in the 
past 2 years, and what they are asking now is that they be permitted 
to grow in their marketing quota as fast as they think they will in- 
crease their production per acre, so that they can maintain this acre- 
age. That is a fair statement? 

Mr. Witt1s. Correct. 

The Cuarrman. You are willing to abide by the acreage, but you 
do not want to retard the progress that you are able to gain on a 
given number of acres. 

Mr. Wiu1s. I could not state it any better. 
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The Cuatrman. Then we have no complications there. That is 
better. 

If this proposal relating to the buying of the 100,000 tons is not 
acceptable to the beet baer and the cane producers of this coun- 
try, the outcome of the legislation in the current session is very dim; 
do you not think so, Mr. Secretary ? 

ecretary Benson. To my knowledge, Mr. Chairman, this proposal 
has not been turned down. It represents the very best compromise 
that we could work out, so far as the Department is concerned. 

Of course, the Congress will determine—this committee will deter- 
mine in large measure what the final program will be, but it seems 
to me it is a rather happy solution and is a reasonable way out of this 
temporary situation. 

Of course, if it is not acceptable to the industry, why, the committee 
will have to determine that. 

The Cuarrman. Let me add this, I have reason to believe and have 
very good reason to believe that if you will take the suggestion I have 
just made, the purchase and the loan, that they would accept it and 
they would feel that it was an answer to a prayer, because you are 
getting them out of trouble immediately. And if by chance they 
get in trouble in 1958 or 1959, you have the machinery and you can 
move in and protect them then. 

I have discussed it with them. Iam not speaking for the domestic 
producers, because I have no right to, but I would be inclined to say 
this is it, either take this or you are not going to get any relief. 

If you will just come along with us on that one proposition, the very 
language that you reronensted to me this morning, loan, purchases, or 


other operations, I am abaya willing to leave the other operations 


to you and perfectly willing to leave the loan to you, but we did propose 
to guarantee them by nonrecourse loans that they would not be reduced 
below 90 percent of parity, and that is what they are receiving today— 
right at it. 

Secretary Benson. If we had that authorization, Mr. Chairman, 
I am sure we could work out whatever program is necessary to meet 
the situation from that language which we gave. It is an authoriza- 
tion. It is permissive. 

The Cuarrman. I know, but you restrict it to l year. That is the 
only difference between us. 

Mr. Horr. Mr. Chairman, may I ask this, and I direct the question 
to you. There is some question here as to which the domestic pro- 
ducers might prefer, the original idea of purchasing 100,000 tons; or 
the proposal which you have suggested of providing for a loan for 
purchase and other operations for an indefinite period. Why should 
we not, before the hearings are concluded, call in the representatives 
of the domestic producers and see which they would prefer. 

It seems to me that would be the way to decide that question. 

The CHarrman. I have no objection to calling them in, except for 
the fact that I do not want to carry these hearings on indefinitely. Il 
have conferred with all of the segments of this business. My office 
has been wide open to everybody to come in, and they have come in. 
- They do not even call up to tell me when they are coming. They just 
come in. [Laughter | ; 

I have talked to allof them. As I said a minute ago, I have reason 
to believe they would accept it. If they did not accept it I would 
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feel like they were just turning down something that was too good 
for them to miss. 

Secretary Benson. We are very anxious to see this committee report 
out a bill, very anxious to see that we get legislation. 

What we have said represents our best judgment as to what is best 
for the industry and fair to all segments of it under the circumstances. 

This draft which we brought to you this morning makes mandatory 
the purchase of 100,000 tons, as you know, and makes permissive the 
method that is used. 

The Cuarrman. That is all right. I will go along with you that 
far, but I want to strike out that 1955. I will not dwell on it any 
longer, because you have presented very frankly and forthrightly your 
views on the proposition involved. 

I do want to say this before I leave it, that unless we can settle this 

messy problem, I cannot see any possibility of legislation. I will tell 
you why. 
’ There were 49 Senators who signed a bill, a bill that I assume that 
you would have to have a veto on. Members of this committee have 
introduced similar legislation. So unless we can offer them some- 
thing which will give them adequate relief immediately and in the 
future, we have no hope that they are going to change their views and 
embrace this recommendation which has been broken down into ton- 
nage. They think it does not give them the relief they want. 

Secretary Benson. I would not attempt to speak for the industry 
at all. It would seem advisable to confer with them further, and if 
it would, we would certainly have no objection to doing so. 

It is conceivable, also, that the Congress will pass legislation that 
I may not fully agree with. We have simply given our best judgment 
in the matter. 

The CHatrman. All right; that brings me down to one other 
question. 

Mr. Morssr. Mr. Chairman, before leaving that point, all of the bills 
in Congress, and the bill in the Senate, provide relief for 1 year in 
this immediate situation. I believe they do not go beyond that with 
any continuing authority for relief. 

The CHarrman. You are right. This idea of the loan was born in 
a private conference that was attended by Mr. Poage, of Texas, and 
Mr. Hope, of Kansas, and some other people from the different de- 
partments of Government. It was more or less our idea. I do not 
think it is in any of those other bills, but they are asking for a greater 
amount of sugar in the bills that I have referred to, that you have 
given them here. Is that not right, Mr. Willis? 

Mr. Wituts. Yes. 

Secretary Benson. That is right. 

The Cuarrman. In lieu of what they have proposed, I propose this 
proposition and we can satisfy everybody. 

Mr. Horr. In view of the fact that you have mentioned this idea 
originated in conference 

The CHatrman. I believe you had left before the “baby” had 
arrived. [Laughter. ] 

Mr. Horr. I just want to say that I have not up to now been con- 
vinced of the need for a program that goes beyond 1955. 

The Cuatrman. I am not convinced of the need. I am convinced 
of the desirability of having it in the law. I say that in all sincerity. 
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If these boys get into trouble in 1958 or 1959, you will have the 
machinery to settle the problem and we would not have to go through 
with this again. 

Mr. Poaae. Since I was at that conference, and since you did raise 
the question awhile ago that maybe nobody agreed with you 

The Cuarrman. Do you claim any paternity ? 

Mr. Poage. I do not claim paternity—not exclusive. I do agree 
with the chairman that this is a sound approach, that this is a fair 
approach, this is the only approach which has yet been suggested that 

ives either the cane or the sugar-beet industry of the continental 

Tnited States any continuing protection; that all of the rest of them 
are for only 1 year, whereas this gives cane the assurance and beet 
the assurance that during the life of the extension of the act that the 
producers will always get on their allotted acres, Mr. Willis, no mat- 
ter how much they produce, but on the allotted acres no matter how 
much they produce, they will always get 90 percent of parity which 
they are getting now. They are getting 90.8 percent for cane and 
93.5 percent for beets. 

So you will be continuing to get the same price for your sugar, no 
matter how much you produce on the allotted acres, as long as this 
bill stays in effect, that is, if we adopt this 90-percent loan principle. 
And the beet people will have the positive assurance that as long as 
this bill remains in effect, if we put this nonrecourse loan principle 
in, that they, too, no matter what the weather and how big the crop 
on their allotted acres, that they will never have unsalable surplus on 
which they cannot get a return. 

It seems to me that that is what I would want, if I were in the 
sugar-producing business, either beet or cane—it seéms to me that is 
what I would want, to know that I would have some assurance down 
the line, not simply the year 1955, but to know after this bill takes 
effect that I will have some assurance of a fair price. 

The Cuamman. Let me add this, if the domestic producers are 
willing to accept your recommendation and are willing to refuse to 
accept the suggestion I have made, I am perfectly satisfied. I am not 
insisting on giving them protection that they do not want, but I am 
proposing to give them protection that I think that they might find 
desirable and need in years to come. 

If they will take your recommendation, we will move over that 
obstacle and go to the next peg. So far as I am concerned, I am mov- 
ing away from it right now, and we will try to confer with them later 
about it. 

That brings up this other question which I think is of great impor- 
tance. It may not be of paramount importance, but certainly it is of 
great importance. 

Under the recommendations made by the State Department, in 
which you concurred, frankly it appears to me that considering the 
tonnages involved we have not afforded enough relief, enough gener- 
ous relief, with the full-duty countries. That is almost negligible, 
the amount brought in by full-duty countries, when related to our 
own consumption. 

Mexico, on our border, starts out with a measly 12,000 tons of sugar. 
After 6 long years only get up to 30,000 tons. That just is not sugar 
for breakfast coffee. And they have to take their sugar, right on the 
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Mexican border, on the border of Texas, and send it halfway around 
the world to Persia to sell it. 

I have in recent days examined the statistics with reference to our 
trade relationships with Mexico. We have a very desirable trade 
balance from our standpoint and a very undesirable trade balance 
from their standpoint. Vou can look at the picture. Mexico is our 
best customer. It is our best customer to the extent that she is better 
than all of the rest of them put together. 

This is the first time in the life of this bill, in 20 years, that Mexico 
has been here asking for any relief or asking for any consideration. 
I asked the representatives why, and they said that fortunately they 
had been able to work out their own problems up until the present 
time and now they find it absolutely necessary to come here and ask 
for participation in this market. They pointed out to me that the 
sugar industry spent more money in this country buying machinery 
than the total value of the sugar that they sold in this country. 

It seems to me that we ought not to wed ourselves to these recom- 
mendations, to say, “We have got to accept this 55-45 formula in the 
international-national situation, and we have got to accept the 60-40 
in the full-duty and other foreign countries situation.” 

You say that these are your recommendations. I would like to hear 
and have you comment, if you will, on just what I have said, that 
here when you deal with the full-duty countries the total is absolutely 
nothing. After 6 long years they will probably be 90,000 or 100,000. 
If we could figure out some way even to double the import from the 
full-duty countries, it seems to me it would be very desirable to do it. 
Just how it can be done, I do not know. 

I know this, if we do that, we will take it away from somebody. I 
do not know where we can take it away. I thought that we might 
take it away from Hawaii. That did not suit. [Laughter.] 

I just do not know anybody who wants to give it up. I would like 
to ask, Mr. Myers, do you think that the Philippines would consist- 
ently be able to fill that quota of 977,000 tons? 

Mr. Myers. Yes, Mr. Chairman. You may recall their production 
was supplying us with about 1,300,000 tons before the act went into 
effect in 1934. They were cut back during the war. They went down 
to zero, of course. But they are back up now and they have a quota of 
25,000 tons on the world market. They have asked for an emergency 
addition of 20,000. And they are going to ask for a much larger 
export quota to the world market. 

The Cuamman. I would like to ask Mr. Benson another question. 

Do you think we should grant these liberal quotas to any country 
which discriminates definitely against agricultural commodities pro- 
duced in this country ¢ 

Secretary Benson. That is a rather difficult question, Mr. Chairman. 
I would like to say with reference to the first matter that I have talked 
to some of our friends south of the border. Naturally, we are sympa- 
thetic with the problems they have down there. 

The Carman. Let me interrupt you. I am not talking about 
Mexican regulations. I am talking about discrimination. I am 
talking about the Philippine discrimination. 

Secretary Benson. "a I comment just a moment on these full-duty 
countries? We have gotten into that. We have left that pretty 
much in the hands of the State Department, you know. 
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Of course, naturally, we do not like to see discrimination against 
our agricultural commodities in any country, and I presume neither 
do our friends in other countries like to see any discrimination here 
in our own market. 

There is some guilt on both sides.. I would question the wisdom 
of trying to write something in sugar legislation aimed at an attempt 
to correct that situation. 

The Cuarrman. We had to do that one time. It was done, I re- 
member. 

Secretary Benson. We did not go into that in our consideration of 
the legislation, to my knowledge. 

The Cuarrman. I know that you did not go into it. I want to go 
into it. And I want to know if you will go with me into it. If you 
do not want to comment on that, we will leave that. 

Secretary Benson. I am not ready to go into it with you today. 

The CuatrMan. We will leave it for Mr. Holland of the State De- 
partment. 

You do not want to express any opinion on what I said about doing 
a little more for these full-duty countries? 

I will address this question to either you or Mr. Myers: What about 
one of these participating countries that has refused to participate in 
the world agreement? If I understand it, Peru has not signed the 
International Sugar Agreement. If she does not sign the Inter- 
national Sugar Agreement, I understand she will not be able to par- 
ticipate in this program. 

Mr. Myers. That is correct. She will not be able to increase her 
shipments to the United States. And under the proposed bill, H. R. 
7030, there is language that would specifically authorize us to carry 
out a provision of the International Sugar Agreement which says that 
imports from nonmember countries should be limited to what they 
were in a base period. 

The Cuarrman. All right. That means that Peru could not par- 
ticipate in the growth quota? 

Mr. Myers. That is correct, which means that the other full-duty 
countries which are signatories to the International Sugar Agree- 
ment would get all of that increase. 

The Cuarrman. That brings me to this question: Why should we 
permit this important matter to remain unsettled ? Why would it 
not be well to put into this a definite fixed date and provide that any 
participating country if it fails to establish its eligibility for partici- 
pation in this growth quota by, say, November 1 or December 1, or 
some other fixed date, that then the quota going to them would be re- 
distributed to the full-duty countries ? 

Mr. Myers. Mr. Chairman, at times we feel that way, but let me 
say this, first. There was a little problem that developed under which 
Peru did not get the offer of a large enough quota to live with, accord- 
ing to its feelings. Therefore, it felt that it could not sign the inter- 
national agreement. Whether they were right or wrong, I do not 
think is pertinent now, except that that was the fact. 

Second, and this is the important point, the most important point, 
there will next year, 1956, be a renegotiation of these quotas. I would 
feel reasonably certain that Peru would then find it to her advantage 
to join the international agreement, so that it can begin to participate 
or continue to participate in the growth of the American market. 
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The CuairMan. Suppose we provide that if any participating coun- 
try has not established its eligibility to participate in the program 
before January 1, 1957, that this quota now allocated to them should 
be reallocated to the other full-duty countries? 

Mr. Myers. I would rather have that discussed with the people from 
the State Department. I can sympathize with the objective. I think 
there is always a question whether it is good to carry out some of these 
spankings that we sometimes feel like delivering. In other words, 
sometimes we could get a rather violent reaction from a country. It 
is the thought that we were trying to high pressure them. 

The Cmairman. I understood from the Assistant Secretary of State 
that you agreed with the State Department’s recommendations. I 
realize that the prestige of the Secretary of Agriculture is of consid- 
erable importance. That means that he agrees with the Assistant Sec- 
retary, Mr. Holland. 

Unfortunately, Secretary Benson agrees with another man by the 
name of Holland who occupies a place of importance at the other end 
of this Capitol. If Mr. Holland sees fit to make these recommenda- 
tions, I understand that you are perfectly willing to leave that decision 
to him. 

Secretary Benson. Yes, we would be inclined to do that, Mr. Chair- 
man. That is their responsibility in large measure. 

The CHarrMANn. Not the one at the other end of the Capitol. 
| Laughter. | 

Now, Mr. Secretary, that brings me to a few more questions and 
then I am going to finish. I know that we will have to continue this 
afternoon. Can you be back with us this afternoon ? 

Secretary Benson. Yes; I will be here. 

The Cuairman. You apparently appreciate the importance of the 
Sugar Act. Both you and President Eisenhower have approved the 
act. Mr. Eisenhower specifically in a message to the Congress ap- 
proved the sugar program. ‘And yet in this program it seems to me 
that we have everything that you disapprove. I mean by that, you 
have regimentation, you have controls, you have enslavement of agri- 
culture, you have subsidy, almost unlimited, and you have wage con- 
trols, even in the beetfields and the canefields. You have crop insur- 
ance. You have disaster insurance involved here. 

You have complete and utter regimentation from the seed to the 
table right on up. You do not have high prices on my stuff, but on 
sugar it is way up there. You have got your producers up to 93.5 
percent of parity and are holding them there. That isall right. Iam 
not complaining. I like the Sugar Act, too. 

I take pride in it and I praise it. The fact of the business is I 
prams it and I do not think sometimes that those who enjoy the bene- 

ts like me praising it, because I praise it for another reason. I praise 
it because it has worked well. And I do not think it has been bad. 
I think it has been operating very well. 

I will say again in your presence that I praise Mr. Myers and give 
him full credit for having operated perhaps one of the best operated 
programs we have ever had—operated so well that the consuming 
public has been unaware of the fact that we have had a program in 
operation. 

If a program with all of these evil and unholy regimentations, and 
all of these other things that wrap it up, has operated so well, and 
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you are so anxious for it to be continued, and I think you will agree 
it would be disastrous if we destroyed it, why is it that you so vocif- 
erously object to our controlling ourselves and supporting our prices 
and trying to keep in line our production ? 

If you do not want to answer that, you can leave it up in the air. 
It seems to me that we ought to have some sort of explanation. 

Secretary Benson. In the first place, I think I have answered it a 
good many times. Of course, we cannot treat these commodities of 
which we produce a deficit in the same manner as we do commodities 
in which we produce a heavy surplus. 

One of the factors we should take into consideration on this sugar 
program is the fact that we have had a good deal of flexibility in 
prices. 

The Cuamman. What? 

Secretary Benson. We had a good deal of flexibility in prices. 

The Cuarrman. Let me back you up there a minute. You have had 
practically no flexibility. The evidence submitted here shows that 
month after month, almost year after year, there has been uniformity 
in prices in sugar, that there has not been in any other commodity. 
I think that is due to the way Mr. Myers has handled this program. 
I think it has been a variation of less than one-third of a cent from 
1947 to 1954. 

Secretary Benson. The program has worked well and has tended 
to stabilize domestic prices. I think our prices have been more stable 
than the world price, by far, but there has been a good deal of flexi- 
bility in the program, as Mr. Myers can testify. And I would be glad 
to have him comment on that point. 

The Cuarrman. If he is going to talk about flexibility that is a 
word that is objectionable in this room. But we will tolerate it from 
Mr. Myers. [Laughter. ] 

Mr. Hacen. I have been intrigued with the reason why he put to- 
bacco in a different category. 

The Cuarmman. The Secretary has asked Mr. Myers to comment. 

Mr. Myers. Far be it from me to wish to get into this crossfire. 
I am just a little civil-service worker. 

I think there is a great deal to what both of you gentlemen are say- 
ing here. One is as to method. The other is as to effect. You are 
entirely correct that we have had a very stable price for sugar 
throughout the period, from 1948 to date. 

If I were taking sides in this matter and wishing to argue the other 
side of it, I would point out that the mechanics of the Sugar Act are, 
shall I say, variable price supports. 

Obviously, it is a price-support program, but it is not a fixed 
figure. There is no fixed loan rate or purchase rate, such as we have 
for our basic commodities. Rather, the price is what the competitive 
market determines, based upon the supplies that the Secretary per- 
mits to come in from time to time. 

The Cuarrman. This isthe one market that is not competitive. And 
the very purpose of the law is to prevent it from being competitive. 

Mr. Myers. This act sets up the United States as a separate market 
area, and within the United States these forces of competition do 

revail. 
, The CHarrman. Well, now, wait. Within the United States we 
prevent competition. And the reason that you have been able to sta- 
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bilize prices is the fact that you have had no competition. You know 
exactly how much sugar is coming into the market. You know exactly 
what the statistics indicate the trends will be and the increased con- 
sumption will be, and you can protect your program in the future. 

I was proud of the fact that you were able to bring about stability 
in prices and to prevent these fluctuations, with the prices down in 
certain seasons and the prices up in other seasons. You have done 
that even in times of peace and in times of war. 

Is that not true? 

Mr. Myers. That is correct. 

The CuatrMan. Let us be frank about the thing and say that the 
whole purpose of the law was designed and intended to prevent fluc- 
tuations, to prevent competition, to control the production, to control 
the processing, and to control the marketing of sugar. We have done 
it and we have done it well. 

Mr. Myers. I think that there is absolutely no question but what 
the Sugar Act is designed as a price-supporting mechanism ‘to hold 
in normal times our prices above the world market. 

The Cuarrman. That is right. 

Mr. Myers. But it does it, not by a fixed figure; it does it by varying 
the quantities of sugar coming on to the domestic markets. And their 
letting the market forces react. 

Sometimes the price swings up and the consuming groups come in 
and they hammer us over the head and say, “We are starving them 
from sugar.” 

At other times the sellers get on a rampage and they come in and 
tell us that we are crucifying them. I had the amusing incident within 
the past 2 years of a man coming in and saying that he had had to 
sacrifice a cargo of sugar at a very low price, and within 2 weeks the 
price was above where it had been before he sacrificed his sugar. 

Those things are carrying on every day. 

The Cuarrman,. This came to my attention yesterday, too. There 
is competition of a kind, but it is not the ordinary competition. 

Mr. Myers. It is not competition from this world-free market, 
unfettered competition. That is correct. 

The Cuarrman. It is competition when the beet people take up the 
freight rate of San Francisco and profit by the phantom freight rate 
and bring it into the eastern seaboard and sell it in competition in 
New York and on the eastern seaboard at less than the refiners on the 
seaboard can. 

Mr. Myers. That is right. That is exactly the sort of thing I am 
talking about. 

The Cuatrman. It seems to me that we should design something to 
prevent that, if you are going to control it. That is the only thing 
you are not controlling, is that phantom freight rates. 

If we can leave that as that, that you do control everything about this 
industry, and everybody seems to be pleased with it—— 

Secretary Benson. But there is no price fixing. 

The Cuarrman. Of course it is price fixing. Mr. Myers just got 
through saying that we fix prices, but it is not rigid. 

Secretary Benson. Flexible. 

The CuarrMan. But it is uniform, and it has never had any fluctua- 
tions, because he has handled it so well as to prevent those fluctuations. 

That brings me to one thing that I would like to ask. I can easily 
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see, Mr. Secretary, the difference between the surplus problems that 
we have in wheat and cotton and other products, and the surplus preb- 
lem we have here in sugar. I can easily see that. But what onrearth 
could be the objection to our having a small carryover of sugar which 
is a deficit crop ? 

We heard talk a few months ago around here of ee coffee 
to prevent these wide fluctuations in the price we pay. That leads me 
to say that it seems to me desirable to have this surplus sugar. I do 
not regard it as a curse, any more than I regard the wheat surplus as 
a curse. I think it is a blessing, and I think that we ought to be 
proud of the fact that our consumers have been increased. I am not 
frightened about the surplus. 

I can easily see how you might be concerned about surpluses in 
other commodities. 

Why should we be disturbed about the surplus we have in sugar? 
Why do we not say that we will take it off the market and carry it to 
the next year and have that as an insurance policy against a freeze 
that might happen ? 

Secretary Benson. Of course, the program does provide for norma] 
carryover, and that is anticipated under this new proposed legislation, 
that there would be a normal carryover to meet. 

The Cuarrman. A normal carryover would not operate us 10 days. 
How long would it last ? 

Mr. Myers. It is small, but it would be sufficient to let each area 
fill its quota every year, even with rather extreme crop years. 

The CuHarrman. What is the normal carryover in tons ? 

Mr. Myers. We have not undertaken to define it for each area each 
year, because we feel there necessarily is fluctuation in it. It ranges 
normally 150,000 tons or so, of mainland cane, and about the same of 
Puerto Rican. Much bigger in the case of beets, of course, because 
January 1 is just at the end of their harvesting season. 

The Cuamman. Give me an approximate total, what you consider 
the normal carryover—200,000 tons? 

Mr. Myers. That would probably be 300,000 tons for the mainland 
cane and Puerto Rico. It would be between 1,250,000 and 1,500,000 
tons for beets. 

The Cuarrman. 1,500,000 tons for beets ? 

Mr. Myers. I think it is 1,400,000 is the figure that we were work- 
ing with the other day. 

The Cuarmman. The carryover? 

Mr. Myers. Yes. Just normal January 1 effective inventory. 

Then in addition, of course, there are the stocks that the it 
and importers have. 

The Cuairman. Maybe I am confused, or are you? I am not talk- 
ing about the normal stocks on hand. 

What is the normal carryover when related to our annual con- 
sumption; is it 1-1 or 2-to-1, or half a year’s supply, or what? I had 
an idea that it was very negligible. 

Mr. Myers. Mr. Chairman, it would probably run about 1.7 million 
tons. I am talking about stocks. 

The Cuairman. What I am talking about is carryover or surplus. 
How much do we carry over, over and above our consumption domes- 
tically, from the domestic producers ? 
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Mr. Myers. I was trying to give you the figure as of January 1. 
For each of our areas we San to determine each year that there is 
acreage enough to fill the quota and leave a normal carryover. We 
purposely do not define that ae but, as I say, in the case of 
mainland cane and Puerto Rico, in both cases it is in the general 
neighborhood of 150,000 tons. 

The Cuarrman. For both areas? 

Mr. Myers. For each area. 

The Cuatrman. That is what you call the crop year normal carry- 
over ¢ 

Mr. Myers. That is correct. 

The CuarrMaNn. Not the calendar year. 

Mr. Horr. May I ask a question right there? 

When we speak of the carryover of sugar, we are dealing with 
something that is considerably different from the carryover of a crop 
like wheat and cotton, are we not, where the crop is all harvested 
about the same period ? 

Secretary Benson. That is correct. 

Mr. Hore. And at the same time of the year. And we have an 
accumulation there that was not consumed for some time. It is true, 
is it not, that you have sugar being harvested almost every month in 
the year somewhere? 

Secretary Benson. That is the big difference, Mr. Chairman. 

As Congressman Hope has pointed out, your production and your 
harvest is spread pretty much throughout the entire year. 

The Cuairman. That is when you consider all areas ? 

Secretary Benson. That is right. 

The Cuarrman. Domestically, it is one season. 

Secretary Benson. Of course, there is quite a difference between the 
cane and sugar beet areas. So it does give us a wider period of 
harvest than in the other commodities. 

Mr. Hops. Is there not quite a bit of difference in the time of harvest 
for sugar beets in California than in the States farther north and 
east? I understand it is spread over a considerable period of time. 

Secretary Benson. It spreads over several months. 

The CuarrmaNn. That does not still get an answer to my question, 
as to what you would consider a normal carryover, over and above our 
annual consumption. What is the figure ? 

Mr. Myers. Mr. Chairman, I think what you are really trying to get 
at is whether there is a surplus reserve supply to take care of a major 
emergency. 

The Cuarrman. That is right. 

Mr. Myers. That we do not have under the sugar program. Our 
method of handling it has been to let in additional quantities from the 
world market when we need them. 

The Carman. In other words, it is not necessary under the sugar 
pregrams to keep any surplus in stocks to carry over, because all you 

ave to do is to bring it in? 

Mr. Myers. Let it in, open the floodgates. 

The Cuamman. Let me ask one other question. 

Under this Sugar Act, do you have a right, Mr. Secretary, to in- 
crease these quotas in the event that it appears necessary in the middle 
of the year, or are these quotas fixed for the year and cannot be 
changed ? 
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I know that you could not reduce them. I am sure of that. I am 
sure that you could not reduce the quotas because the crops are already 
planted. It would be fatal to the farmers if you did that. 

Could you increase the quotas? 

Secretary Benson. Heretofore they have been fixed in the domestic 
areas, but under the program which is proposed we would have that 
authority, as I understand it, to increase it. 

The Cuamman. Suppose you started out and fixed your beet quota 
at the beginning of the year, or whenever you fix it, but before plant- 
ing time, that it became desirable to increase that, could you in- 
crease it? 

Mr. Myers. Yes. 

Secretary Benson. Yes. 

The Cuatrrman. You could increase the quota on the other sugar- 
producing areas? 

Mr. Myers. Yes. 

The Cuarrman. And never decrease it? 

Mr. Myers. Under H. R. 7030, you can change it—you can increase 
it atany time. You could not, under H. R. 7030, reduce the domestic 
areas below the fixed quotas they now have, but you could increase 
them. 

The Cuarrman. In sugar, the sugar producers have acreage allot- 
ments and marketing quotas both, do they not? 

Mr. Myers. That is correct. 

The Cuatmrman. And they have this machinery which has enabled 
you to support the prices at the prevailing level? 

Mr. Myers. That is correct. 

The CHatrman. If we wanted to bring the price of sugar down, 
all the Secretary would have to do would be to order and direct an 
increase in the importation of sugar or the marketing of sugar 
domestically ? 

Mr. Myers. That is correct. 

The Cuarrman. If the Secretary should lift the quota on Louisiana 
sugar, that Louisiana sugar could go into the market immediately? 

Mr. Myers. There is one thing on that, Mr. Chairman: Under the 
law as it is today, the President of the United States in fact would 
have to determine that there is an emergency that would require him 
to lift all of the marketing quotas—under the law as it is written 
today, to do what you have just suggested, namely, to open up and let 
the Louiisana sugar flow into the market, the President of the United 
States would have to declare that there is a national emergency which 
required the lifting of the sugar quotas. 

The Cuatrman. Which he could, of course, do? 

Mr. Myers. He could. 

The Cuatrman. The Secretary does have the power now, does he 
not, without the Presidential proclamation, to say that “We will 
increase the quotas”? I do not mean lift them—only increase them. 

Mr. Myers. The Secretary of Agriculture can, under the act as it 
is written today, increase the total quantity of sugar coming into this 
market, but he cannot increase by 1 pound the sugar marketed from 
the domestic areas, 

The Cuarrman. I see. 








= AC Uw _ 


ONTO ON IES 





AMENDMENTS TO SUGAR ACT OF 1948 695 


Mr. Myers. Unless he has a deficit somewhere to reallocate to them. 

The Cuarrman. Then he could bring in more sugar—sugar from 
Cuba, today ? 

Mr. Myers. That is correct. 

The Cuarrman. He could not bring it in from Puerto Rico or 
Hawaii? Bo 

Mr. Myers. Not there, or mainland cane or beets, or from the Virgin 
Island or the Philippines. 

The CHAIRMAN. tf we authorize you to buy up to 100,000 tons of 
domestic sugar, I assume that you have the money available for the 
purpose of paying for that sugar? 

Mr. MyYErs. FOA or its successor, ICA, has the money to finance 
the program. 

Mr. Morse. The administration’s proposal was that that not be 
incorporated in the legislation. 

The Cuarrman. The 100,000 tons? 

Mr. Morse. That we would undertake that relief outside of the 
legislation. The administration’s proposal is that that would not 
be incorporated in the legislation. 

The Cuarrman. I know, but I have the language here that does 
incorporate it. Po taeee. 

Mr. Morse. That would be acceptable, if you wish to provide it in 
the legislation. 

The Cuatrman. All right. 

That brings me to this one last question, I hope. 

You do have authority now without any other act of Congress to 
do just what you propose to do, because you have been doing it in 
the past. Is that not right? 

Mr. Myers. We have from time to time. 

The Cuamman. The fact remains that though you have had the 
money, you have not exercised the authority—you have not spent the 
money—you have not purchased the cane. Unless we direct you to 
do it, I do not believe that the cane boys and the sugar producers are 
going to be satisfied. 

I, for one, am perfectly willing to direct you to do it, and to give 
you the loan authority for future years. 

We have a quorum call in the House. 

Mr. Secretary, if you would prefer to go and come back, say, at 2 
o’clock, Mr. Hope has some questions. 

Mr. Hope said that he cela answer the quorum call and come right 
straight back, if you could stay a while longer. 

Secretary Benson. It would be a convenience to me. 

The CuarrmMAn. Suppose that we recess for 20 minutes. 

Secretary Benson. I would prefer it if we would then recess. That 
would be better for me. 

The Cuamman. I think that Mr. Poage has pointed out that we 
did not announce before that we would resume after 20 minutes, and 
it seems to me that we will have to have a meeting this afternoon, 
because I certainly do not want to deprive the other members of the 
opportunity to ask such questions as pn re desire to ask. 

ould it suit you to come back at 2 o’clock ? 

Secretary Benson. Could you give me some idea as to when we 
Wh adjourn? I have other appointments that I will have to move 

ack. 
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The Cuamman. Let us say from 2 to 3:30. Would that suit you? 

Secretary Benson. I will work to that. 

The Cuatrman. We will meet again at 2 o’clock, to recess at 3: 30. 

(Whereupon, at 12:15 p. m., the committee recessed, to reconvene 
at 2 p. m. of the same day.) 


AFTERNOON SESSION 


The CHarmMan. The committee will please be in order. Mr. Hope, 
do you desire to question the Secretary ¢ 

Mr. Hore. Not at this time, Mr. Chairman. 

The Cuarrman. Mr. Poage? 

Mr. Poace. Mr. Chairman, I think I might do the same thing. 

The Cuarrman. Are there any other questions, Mr. McIntire? 

Mr. McIntire. Mr. Chairman, I have only one short question, 

Mr. Secretary, this morning when there was a discussion relative to 
purchase of 100,000 tons of sugar and discussion as to what disposition 
would be made of it, reference was made, I think, either in your testi- 
mony or that of Mr. Myers that it would be disposed of through 
channels of foreign aid. 

Reference was also made that some of this type of activity is already 
carried on within the framework of our foreign-aid programs using 
American dollars to finance the program. 

Now my question is simply this as one of clarification. Is it a case 
of our American dollars being put into a program of a friendly nation 
and they thereby using these dollars to purchase sugar from some 
producing country outside of the United States, and do you have, 
either you or Mr. Myers, have any figures at hand as to the volume of 
this activity for perhaps a year or so back? 

Secretary Benson. Well, Mr. Myers can check me on this, but it is 
my understanding that the program that has been under way is some- 
thing in the neighborhood of 100,000 tons, and that the anticipation 
is that during the ensuing year there will be about that quantity used 
in our foreign-aid program. 

Mr. McInrime. Well, then may I draw the conclusion from that, 
that the figure of 100,000 tons which the Department has been using 
in planning a purchase program is not a figure drawn out of the 
supply situation in this country, and the proportionate part of it that 
in the opninon of the Department should be moved out, but is rather 
a figure drawn out of the activities within the foreign-aid programs 
of this country, and that on the basis of 100,000, you have rather firm 
knowledge of the outlets. 

Secretary Benson. Yes; we do have a rather definite commitment 
from the old FOA that that is about the quantity they expect to use 
in the ensuing year. I think that is correct, is it not? 

Mr. Myers. That is correct. 

Secretary Benson. And in fact I think the figure originally came 
in part from council and conferences with them. 

Mr. McIntme. Thank you very kindly. That is all IT have, Mr. 
Chairman. 

The CHarrman. Mr. Bass? 

Mr. Bass. Mr. Secretary, I am not a sugar man here. I know very 
little about it. As I told you this morning, I can be a complete states- 
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man in writing sugar legislation because I don’t. have any in my 
district. 

But there are one or two points that I want to get at. One is the 
future of the Sugar Act. Now this act expires, as I understand it, at 
the end of 1956, the Sugar Act as we now have it. 

Secretary Benson. That’s correct. 

Mr. Bass. It is my understanding that beet sugar now is supported 
at around 93 or 9314 percent of parity, figuring on the same parity 
scale, and cane is about 90 percent of parity. 

Now looking at the future of this legislation, would you be in favor 
or reducing it in lieu of the subsidy or support payments to the sugar 
people in rewriting the Sugar Act? ; 

Secretary Benson. Well, I think it is probably not quite accurate 
to say itis supported at any given level. We are dealing, first of all, 
as we mentioned this morning, with a deficit commodity. 

Mr. Bass. What I am talking about is the present price of sugar 
would compare with that type of support. 

Secretary Benson. Yes, it figures out about that way. We do have, 
of course, as you know, no loans or no Government acquisitions of 
sugar. 

Vr. Bass. Yes, I understand that. 

Secretary Benson. The Government doesn’t take over sugar, no 
storage of sugar in Government hands. 

Mr. Bass. You have the direct payments to the producer? 

Secretary Benson. That’s right, there is that payment to the pro- 
ducer, but the sugar remains in the hands of the private trade com- 
pletely. And we set no minimum nor maximum prices. 

But we do have control under the Sugar Act of supplies, both 
domestic supplies and also supplies from the outside both from our 
own domestic offshore producers and foreign producers. And 
through the regulation of those supplies, we can reflect of course on 
the price. 

I don't know that we have set out any particular figure, but the 
present. level is somewhat below I think the strict formula which is 
provided in the act, is that not right ¢ 

Mr. Myers. That’s correct. 

Mr. Bass. In other words, you could pay more if you wanted to? 

Secretary Benson. Yes, we could set requirements to result in a 
higher price. 

Mr. Bass. Or you could pay less? 

Secretary Benson. Yes. 

Mr. Bass. Now what I am trying to get at is this. What is the 
difference now if cane sugar is supported at 90 percent and beet sugar 
at 9314, how do you arrive at the difference in two figures in support- 
ing one part of it at one price and another part of the industry at 
another price ? 

Secretary Benson. Let Mr. Myers comment on that, will you, 
please? 

Mr. Myers. Congressman Bass, as Secretary Benson has point>d 
out, we only affect directly the supply of sugar on the American 
market. Now from that you get a market price. 

It so happens that our cane sugar is sold in raw form, our beet 
sugar is sold in the refined form. There is somewhat of a spread 


65704—55.—_—45 


698 AMENDMENTS TO SUGAR ACT OF 1948 


between the two. Then there are differences in the quantity and value 
of byproducts from the two. 

Mr. Bass. But I mean with the difference in the surplus of either 
one of them have anything to do with the price you are paying? 

Mr. Myers. No. 

Ms Bass. You don’t base it on the surplus of the commodity on 
1and ? 

Mr. Myers. No, sir; it has nothing to do with that. It is solely 
a reflection to the grower of the value that the processor gets from thie 
sale of the products. 

Mr. Bass. Here is one thing that I am trying to get the picture of. 
Naturally, we are interested, if we can, in reducing the cost of sugar 
to the American consumer, if we can keep our balance of trade and 
re our producers happy at the same time. We would all like to see 
that. 

The question that I asked the Secretary was, Do we have in the 
foreseeable future, is there any possibility that these support programs 
will be reduced by increasing the production or revising, if we revise 
the quota allowed to the full duty countries, or to the offshore pro- 
ducers, is there any possibility of reducing these payments which will 
be reflected on the American market ? 

Mr. Myers. Well, there are two parts to the question. One auto- 
matically if the consumption requirement figure or total quotas was 
to be increased, then presumably that would have an effect on the 
price and lower the price some. 

Mr. Bass. You mean it would lower the support price or the con- 
sumer price? 

Mr. Myers. Lower the selling price of sugar. 

Mr. Bass. But it would not tend to lower the price that we are 
paying? 

Mr. Myers. Well, we are not buying sugar and we don’t 

Mr. Bass. I mean the direct price we pay to the producer, it wouldn't 
tend to reduce that; would it? 

Mr. Myers. Oh, yes; it would. Automatically as the market price 
would come down, then the processors under their contracts would pay 
the growers less for cane and beets. 

Mr. Bass. But that. could be accomplished only through increased 
domestic quotas; couldn’t it? 

Mr. Myers. Or offshores. At the present time the act as it stands 
today, if the Secretary were to increase the consumption requirement 
to some absurd figure, 9 million or 10 million tons say, it still would 
not increase by 1 pound the quota that our domestic areas would pro- 
duce, because they are fixed, 

Mr. Bass. But it would reduce our prices? 

Mr. Myers. It would reduce our prices. 

Mr. Bass. The reason I am trying to get at this is this. In writing 
this sugar bill we have been working on for about 3 or 4 weeks, and 
several people have talked to me from every part of our own country 
interested in sugar, and the offshore producers and everybody. 

I asked them a question. I said, “Well, what about these payments 
you get?” and they started shying away, “We don’t want to talk about 
that.” 

Evidently they are more than happy with them in that they haven’t 
asked for an increase in that, and when you find anybody that is getting 
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something from the Government, if they aren’t asking for an increase, 
I am of the opinion they are getting a little bit more than they think 
they are due. 

I have found that to be true with almost every segment of society 
that I have dealt with yet in this business. So I think actually, I 
know the housewives—I have one; I don’t own one, I live with one— 
I know that they are complaining a little bit about the price of sugar. 
Since 1940 I think it has about doubled in price. 

What I am trying to get at, is there a possibility maybe since we 
are decreasing the support prices of other commodities, why we can’t 
get some consideration to decreasing the payments on the sugar 
business. 

Mr. Myers. The Sugar Act spells out very clearly 

Mr. Bass. But I am talking about this new Sugar Act. 

Mr. Myers. Yes. Let me point this out, Congressman. The Sugar 
Act was established with the proposition of having a tax of a half 
a cent a pound to bring in revenue, and then to make those payments 
to growers out of the revenues provided by this tax, or an amount 
equivalent to them. 

In the original Sugar Act, like the original Agricultural Adjust- 
ment Act of 1933, there was a parity-payment concept That was 
merely a concept in the case of sugar, it never operated as such. 
When they wrote the Sugar Act of 1937 

Mr. Bass. We are shying away from this thing just like everybody 
else does. What I want to know is, is there anything in the fore- 
seeable future in writing sugar legislation which will make you be- 
lieve or could you indicate that the price of sugar and the support 
payments of sugar will be decreased at all? 

Mr. Myers. Let me says this, to maintain the same income to 
growers, if you reduce the support payments, you would have to 
increase the price or maintain at least the same price, probably in- 
crease it. So that you would get no net gain to the housewife from 
that. 

Mr. Bass. In other words, she is just stuck to start with. 

Mr. Myers. And let me also observe, Congressman, that from the 
low point of the depression, 1933 to date, while it is true that im that 
time the price of sugar had doubled 

Mr. Bass. That’s right. 

Mr. Myers. The price of other foods have gone up 167 percent, 
and so has everything else gone up. My salary has gone up, too, and 
it is not all because I have been promoted. 

Mr. Bass. But the world price of sugar has not gone up. 

Mr. Myers. Yes, sir; the world price at the bottom of the depres- 
sion was one-half cent a pound. Today it is 314 cents. 

Mr. Bass. I remember buying sugar on the retail market in Amer- 
ica at the bottom of the depression for from 214 to 314 cents a pound. 

Mr. Myers. Not retail, sir. You paid just about 5 cents. 

Mr. Bass. From $2.85 to $3.50 for 100 pounds of sugar. 

Mr. Myers. Perhaps wholesale. 

Mr. Bass. Well, maybe wholesale then. That was the price we 
were paying for it in Tennessee. 

Mr. Myers. I know of no prices that we have that show retail 
prices ever having gone much below 5 cents, just right in between 
43, and 5 cents was the very bottom. 
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Mr. Bass. Well, we won’t pursue the question any more. Mr 
Chairman, I am finished. 

Mrs. Knutson. May I ask one question? 

The CHamman, Mrs, Knutson. 

Mrs. Knutson. I would like to know if this particular legislation 
goes through as we have it, would our domestic growers be able to 
stay within their quota if they get this population increase, as they 
are asking for? 

Secretary Benson. Yes; I think they would, very definitely, This 
provides for a growth factor. 

They get a percentage of the increase in the market due to popu- 
lation increase, which they haven’t been getting in the past. 

Mrs. Knutson. Thank you. 

I was thinking that per Mr. Cooley made one of the finest state- 
ments on the summary of this whole sugar situation that I have ever 
heard, and I was just thinking that it would be a good idea if our 
domestic growers could have that increased production for the pur- 
pose of supplying our own increase in population. I think they have 
got it coming. 

Secretary Benson. Yes; I think they have, too. 

And this bill which the chairman has introduced, which represents 
our feeling, too, in the Department, would provide that the domestic 
growers get 55 percent of any increase in market, due to increase in 
consumption. 

The Cuamman. Mr. Anfuso. 

Mr. Anruso. Mr. Benson, I have been asked to ask you these ques- 
tions, and I hope you don’t mind answering them. 

We had before our committee on June 27 a representative of the 
labor union of plantation workers in Louisiana, and this gentleman 
said that in determining the wage to be paid for planting, cultivating, 
and harvesting sugarcane in 1954, the Department set a rate of 44 
cents an hour, and that the minimum fluctuated with the market price 
of sugar, with the result that workers never knew how much they 
were to be paid, nor did their employers know how much they were 
to pay. 

Would you care to comment on that, please ? 

Secretary Benson. That is a rather technical question. I am going 
to ask Mr. Myers to comment on it, if he will. 

Mr. Myers. I will be glad to comment on it, Congressman Anfuso. 

I also heard that statement, and I was terribly tempted to ask 
the chairman of the committee to let me discuss it at that very moment. 

Under the act the Secretary is required to establish minimum wage 
rates to be certain that the benefits given to the industry go back, 
not only to the grower but also to the laborer. So we determine what 
share of the grower’s income he can fairly afford to pay for labor. 

Now, we set certain basic minimums, and then we say, in addition, 
the grower must pay his laborer an additional amount above that, 
depending upon the price of sugar. 

And down in the Louisiana cane area they set wages based on the 
market price of sugar for a 4-week period. I know of no fairer way 
of guaranteeing that all the grower can pay will go to the laborer 
than to say what is the price of sugar, and if the price has gone up, 
increase the wage rate on that basis. 
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Every year we hold hearings in each domestic area. At the hear- 
ings we have had questions raised by representatives of labor but by 
and large the laborers themselves proved to be fairly well satisfied 
with it. Other than these I have had no complaints until this gen- 
tleman spoke before this committee the other day. 

Mr. Anruso. So you have heard of the National Agricultural 
\orkers Union ? 

Mr. Myers. Oh, yes. 

And let me make it clear. They have complained to us about other 
things. 

Surely, they would like to have wages higher, but the idea of es- 
tablishing the wage rate, tying it up to the market price so that the 
laborer gets every bit of benefit as it provides the opportunity for 
laborers to share in market increases. Also, it gears wages to the 
ubility of the producers to pay. 

Mr. Anruso. So, Mr. Myers, the same official also made this state- 
ment, that the Department of Agriculture always consulted repre- 
sentatives of the sugar industry regarding administration of the act, 
and secured their views on legislation, but that your office never dis- 
cussed such matters with the representatives of the sugarcane and 
beet fieldworkers. 

Would you care to comment on that? 

Mr. Myers. That gentleman has never been in my office. Members 
of his union have. 

There has never been a time that there has been any representa- 
tive of any labor organization, or unorganized labor, turned away from 
my office. They can come in at any time. We are on a very close 
and good relation with both of the major labor organizations of this 
country. 

Mr. Anruso. You are glad to receive them ? 

Mr. Myers. Delighted; at all times. 

Mr. Anruso. Now, if a complaint is made by a sugarcane or beet 
fieldworker against a producer for unpaid wages, I am told that the 
worker’s complaint is investigated and decided by a county commit- 
tee composed of producers. Is that right? 

Mr. Myers. We do have county and local community committees in 
every area. True, if there is a complaint, it is investigated in the 
first instance by that local group. 

If that is not satisfactorily handled there, it can come to our State 
ASC office and then to my office, and if I can’t satisfactorily handle it, 
it can go to the Secretary of Agriculture. 

Mr. Anruso. They can take an appeal to you, in other words? 

Mr. Myers. They can take an appeal all the way to the Secretary 
of Agriculture, and let me say that on the complaint that he cited the 
other: day, I believe on failure to have adequate prerequisites, we in- 
vestigated for months that whole batch of complaints. We found 
them unfounded. 

Mr. Anruso. This is my last question: 

_On December 10, 1954, in his report to Congress on the administra- 
tion of the sugar program, the Comptroller General reports numerous 
violation of the child-labor provisions of the act, particularly in areas 
whos Mexican-American families are enplovel in growing sugar 

eets, 
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Will you inform us what steps are being taken by your Depart- 
ment to implement the recommendations of the Comptroller General ? 

Mr. Myers. We are taking that very seriously. 

Let me say that we have carried on ever since the war a very vigor- 
ous program to make certain that there were no violations of the child- 
Jabor provision. 

As a matter of fact, until this report of the Comptroller General 
came out, or their investigation results were given to me, I was wearing 
several chips on both shoulders, because I thought we were just about 
pluperfect. 

My reason for it was not only the result of our own direct efforts, 
but over in the Department of Labor they also investigate child labor, 
and we had gotten to a point where they also failed to unearth cases 
of child labor, and if two sets of competing bureaucrats can’t find 
something wrong, it’s got to be about right. 

However, the Comptroller General made an audit in a Michigan 
County last summer, or last year, and they apparently unearthed some 
additional cases. We have taken action on them. 

As you probably know, the law requires that we deduct $10 for each 
day for each child that is used on work on sugar beets or sugarcane. 
Let me say that there is a very difficult problem there, because most of 
this work, in the beetfields particularly, is on a contract basis. 

A family will take the job of weeding a certain number of acres of 
beets, and they are paid on an acreage basis. The whole family will 
be out there. There are no baby sitters for these youngsters to keep 
them impounded. 

The farmer can lecture to them until he is blue in the face. If he 


turns his back, one of those youngsters is likely to get to pulling weeds, 


Once in a while a child, like every child, will start fiddling around, 
laying with beets, making like he is working. He wants to be like 
his dad. 

And if an investigator comes along with a pair of binoculars and 
sees something going on at that time, he cites it as a complaint. 

And as the Comptroller General’s report pointed out, they did con- 
front one of the Mexican fathers and had a real showdown with him 
on it. The father was highly indignant that he couldn’t have his boy 
work with him in the fields, 

Now, you have got that problem, and it is forcing many of our 
growers to say they can only use single men in their beet work, for 
fear there will be some violation. But I can assure you, sir, it is being 
worked on most actively by our office and in the field, and we do have 
the support of the industry in cleaning it up. 

Mr. Anruso. And we can get your recommendations later on, if we 
want them ? 

Mr. Myers. I might say that we considered very seriously the possi- 
bility of revising the act on that point, and the industry is unanimous 
on their insistence that child labor be cleaned out of this industry. All 
of the industry leaders have taken that position. 

There is no sympathy whatsoever for the use of child labor in the 
sugar industry in this country. 

Mr. Anruso. Just one more question, Mr, Myers. I want to get this 
point clear in my mind, 

By proposing to buy a hundred thousand tons of sugar, whether you 
buy it from Cuba or whether you buy it from the domestic producers, 
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and you give it away, you are by that act giving away money; isn’t 
that right? If it costs you $10 million, you are giving away $10 
million ? 

Mr. Myers. That is true. It is sugar that would be supplied, how- 
ever. That quantity would be financed. 

Mr. Anrvuso. If that sugar were to be used on the domestic market, 
would it have a tendency to reduce the cost to the consumer ? 

Mr. Myers. Well, under the act as it is, sir, it could not be put on 
to the American market. We could increase the supply of the Ameri- 
can market only by increasing the quotas for foreign suppliers under 
the act as it now stands. 

Mr. Anrvso. In other words, it would have no effect on the price 
unless you changed all the quotas; is that it ? 

Mr. Myers. By changing the total ; that’s correct. 

Mr. Anruso. Thank you. 

Mr. Hagen. Mr. Chairman, I would like to ask a question. 

Mr. Myers, if I understood you correctly, you stated you established 
a wage on the basis of what the growers could afford to pay; is that 
correct ¢ 

Mr. Myers. That’s correct. 

Mr. Hagen. How do you account for the gross differential in wages 
in various parts of the country? I understand the going rate in the 
beet areas is at least 70 to 90 cents. 

You indicated the wage in the cane areas is 44 cents, and it is my 
impression that it is less expensive to make sugar from cane than it is 
from beets. How do you explain that? 

Mr. Myers. Congressman Hagen, the beet area can afford today to 
pay a higher wage than the mainland cane, and particularly the Lou- 
isiana area, 

Mechanization has gone further in beets than it has in cane, and our 
cane area, particularly our Louisiana area, has not yet gotten up in 
its productivity and yields to the level, the general level, of the beet 
area, 

I would say some beet areas have been going out, the poorer areas, 
but the more productive areas have been coming into production. 

Mr. Hagen. So the consideration is saying that wage rates are what 
the farmer can afford to pay ; is that correct ? 

Mr. Myers. The act requires us to consider conditions in each local- 
ity, the ability, and I would say that it would all add up to that. 

Mr. Hagen, What do you mean, “all?” What else? 

Mr. Myers. Well, the various items that we consider, the price, the 
productivity. We do also consider the prices of things farmers buy, 
or the laborers buy, rather. 

Of course, our wages have gone up much faster than the cost-of- 
living index has gone up. Our wage index, I think, today is about 
450 percent of what it was in 1934, obviously the cost of inn has 
gone up nothing like that. 

The Cuarrman. Mr. Poage? 

Mr. Poaagr. Mr. Secretary, this morning we discussed somewhat 
how sugar should be bought in the United States and there were some 
comments that left me a little confused when it was suggested that 
the American growers should be allowed to grow all they wanted to. 
I don’t know whether I understood you correctly or not. Therefore, 
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let me put it this way: Just what percentage of the American sugar 
supply do you think should be grown in the United States ? 

Secretary Benson. Mr. Poage, I don’t know that I have any fixed 
figure in mind. The Congress in the act, has set, as I understand it, 
the quotas which would provide for about, I think about, 55 percent 
to be grown domestically. 

Mr. Poage. About 55. 

Secretary Benson. Yes; about 55 I think domestically, and a little 
over half of that I think grown on the mainland, the balance in our 
offshore domestic areas. 

That policy has been established, apparently. I don’t know. I 
haven’t given any particular study as to how much of it should be 
produced domestically. 

Mr. Poacger. You do agree that we should not subsidize all the sugar 
that we use? 

Secretary Benson. Yes; I recognize that the sugar that is grown 
domestically is being subsidized. It is a deficit item. 

Mr. Poace. And you wouldn’t suggest that we include all of our 
sugar consumption from domestic sources ? 

Secretary Benson. No; I wouldn’t suggest that. The matter of 
trade with these other suppliers is pretty important to agriculture, 
to farmers in nonsugar growing areas, and trade is a two-way street. 
We must recognize that. 

Mr. Poace. So you would think about 55 is roughly right? 

Secretary Benson. I have thought it was right. As a matter of 
fact, I believe, Mr. Myers, through the year there has been a tendency 
not to use up fully the quotas made to domestic growers. There have 
been many years when they haven’t used it up fully. 

Mr. Poaces. Isn’t that true only in those years when other crops 
are more profitable? 

Secretary Benson. Of course, that is a big factor, the relatively 
economic position of the various crops. The farmer tries to produce 
that which will give him the greatest return. There have been years 
when he could produce other things more profitably than sugar and 
beets, for example. 

Mr. Poace. But when those other crops are not so profitable, he 
then produces his full quota of sugar ? 

Secretary Benson. There is also the tendency to do that and 
possibly a little more. 

Mr. Horr. Under the bill introduced by the chairman, we assign 
certain quantities to each American producing area, and in addition 
say that under the formula that the domestic producer shall have 55 
percent of the increase, so that is really the policy, or will be the 
policy for the next 4 years; will it not? That will set the policy, 
and you are in favor of that policy, I take it. 

Secretary Benson. Yes, I am, Congressman Hope. I believe it 
provides for 6 years, does it not, instead of 4? 

Mr. Horr. Yes; 6 years instead of 4. 

Mr. Poacr. The reason I asked the question was I understood this 
morning, and as I say, I am somewhat confused, in answer to some 
question I got the idea that the American producers should have the 
right to grow all they wanted to. 

Secretary Benson. No; I am sorry if I gave that impression, 
because I did not intend to. 
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Mr. Poace. Please understand, I am not saying you did, I was 
simply Bying bo straighten that out. ie 

Secretary Benson. I think the position of the administration would 
continue about the proportion of production by domestic growers as 
has been historically the case. 

Mr. Poaer. About 55 percent? 

Secretary Benson. About 55 percent. 

Mr. Poage. It has been frozen for the last 5 or 6 years on a tonnage 
basis rather than 55 percent. 

Secretary Benson. That is correct. 

Mr. Poage. It was roughly 55 percent of the demand and supply 
at that time. 

Secretary Benson. Right. 

Mr. Poacsr. But it was frozen at that point. Now you favor 
unfreezing it and retaining it on a percentage ? 

Secetary Benson. Yes. I feel that our domestic growers should 
share in any increase in production due to increased population, 
increased consumption. 

Mr. Lovre. Will you yield to me just on that one point? 

Mr. Poace. Sure. 

Mr. Lovre. What portion of this 55 percent, Mr. Secretary, is 
allocated to new farmers on new land or reclaimed land, if any? 
The reason I am asking that question is because I have met a number 
of young veterans, particularly out in the Columbia Basin, who ask, 
“Now, what are we going to get out of this? Are we going to get 
any of this land so that we can produce sugar insofar as this new 
factor is concerned ?” 

Would you care to comment on that? 


Secretary Benson. Yes, there is provision for it, Larry, why don’t 
you comment on it. 

Mr. Myers. Well, the amendment would contain no new provision. 
There is a provision on the old act as it stands for the Secretary to 
give consideration to new producers. However, when you are cut- 
ting acreage back, it is pretty difficult to say that you will cut an old 
producer back enough to let new te come in. In the past year 
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we held 1 percent aside in each State for new producers. 

Now, that did not give all that the veterans on these irrigation 
projects would have liked, but it at least was something. 

Mr. Lovre. But my question was directed with reference to the 55 
percent of the growth increase, Now, that is going to be additional 
that domestic producers will receive, if your suggestions go into effect. 

Now, what portion of that, if any, will go to these young veterans? 

Mr. Myers. Well, it certainly would make it easier for us to give 
greater consideration to the new producer and to developing areas. 

Mr. Lovre. Is that limited to 1 percent? 

Mr. Myers. No, the 1 percent was our own figure, administrative 
determination. And if you have more freedom to turn around in or 
more room, you can, of course, allow a more liberal consideration for 
these new producers. 

_Mr. Lovre. Then there is no maximum or minimum limitation ? 

Secretary Benson. No, there is not. 

Mr. Poage. Now, Mr. Secretary, I want to go a little further into 
this 100,000 tons. I know it has been gone into pretty thoroughly, but 
there is one phase of it I don’t believe has been discussed. 
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In Cuba in buying the 100,000 tons of sugar, there I think it is now 
agreed that that would reduce Cuba’s opportunity to sell in the world 
market by 100,000 tons. 

Secretary Benson. Under the world sugar agreement ? 

Mr. Poace. Under the world sugar agreement. 

Secretary Benson. Yes. 

Mr. Poace. Next would that not result in a reduction of purchases 
as compared with what we are now doing in Puerto Rico? Aren’t 
we actually purchasing surplus sugar in Puerto Rico today ? 

Mr. Myers. No. 

Mr. Poage. Mr. Myers suggested a while ago, or at least I under- 
stood you to suggest, that we had recently been purchasing a sub- 
stantial amount of sugar and giving it away under the giveaway 
programs. You did say that? 

Mr. Myers. That is correct. 

Mr. Poace. Where have we been purchasing that? 

Mr. Myers. Let me first straighten up this Puerto Rican matter. 
We have from time to time made purchases in Puerto Rico. We 
have not for the past couple of years at least. We have at times when 
Puerto Rico was in booth purchased down there. We have within 
the past year purchased in Cuba, Brazil, as a matter of fact, we hada 
shipload of sugar just unloaded in Iran from Brazil. 

We have purchased from Formosa, Indonesia, Peru, various coun- 
tries all over the world, also in the United States. 

Mr. Poage. Well, now let me ask you this then: If we have pur- 
chased a shipload of sugar in Brazil, why did we buy that rather than 
buying a shipload of sugar out of Louisiana or Florida? 

Mr. Myers. It is a program that was started, sir, some months ago, 
let on competitive-bid basis to the lowest supplier in the world, and 
Brazil was at that time the lowest supplier, the lowest cost I mean. 
It sold at the lowest price, offered at the lowest price, and that is why 
we took it there. 

Mr. Poacr. We haven’t followed that policy, have we, because when 
we bought Puerto Rican sugar, it certainly cost us more than it would 
have cost us to have gone to some of these countries to which we owe 
no obligation ? 

Mr. Myers. We have had a changing situation there in the act, and 
it has been over guite a few years now, and I may be a little bit fuzzy. 
Possibly Mr. Shulman can help me out as to the particular years. 

At one time we had in the appropriation for the ECA a so-called 
Whitten rider—isn’t that right, Ed !—that provided that if there was 
a domestic surplus, they had to pay our prices. Under that we were 
authorized clearly to pay above the world market. 

We also, as I recall, in the very early months of 1950 made a pur- 
chase in Puerto Rico when there was a runup in the world market, 
and rather than to buy 200,000 tons in the world market at that time, 
we said to Puerto Rico, “You go ahead and harvest your whole crop 
and we will buy the 200,000 tons in Puerto Rico.” 

I think, as a matter of fact, some of us talked to you. I remember 
speaking to Congressman Cooley and Congressman Hope about it 
before we went into it. 

At that time, I have forgotten just exactly what our purchase was 
in relation to the world price, but we did feel that the purchase of 
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that in Puerto Rico was not only good for Puerto Rico, but good busi- 
ness for our Government. 

Mr. Poacr. I don’t question that, but doesn’t it come down to this 
then: that you do have pretty broad authority as to where you buy? 

Secretary Benson. Oh, there is very broad authority. I think since 
the Whitten rider has been dropped from the ECA Act, they have felt 
that unless there was some strong cause to the contrary, they preferred 
to buy in the lowest world market. 

Mr. Poace. But you still have the authority? 

Mr. Myers. I think there is the authority, that is correct. 

Mr. Poace. So that if you were to decide that the situation in 
Louisiana today were sufficiently desperate, you could buy in Louisiana 
instead of Brazil? 

Mr. Myers. I think that that is accepted; yes. 

Mr. Poage. And the decision was simply one of the relative means 
as of the moment? 

Mr. Myers. That is right, and the costs. 

Mr. McIntire. Mr. Poage, might I ask just one short question at 
that point? 

Mr. Poage. Certainly. In other words, you understand I am yield- 
ing to you and not yielding the floor ? 

Mr. McIntire. That’s right. 

Mr. Myers, the reference has been made to “you,” and I would 
like to establish whether or not these transactions have been performed 
under the jurisdiction of Mr. Myers, the administrator of the Sugar 
Act, or whether these transactions have been performed within the 
framework of the Foreign Operations Administration. 

Mr. Myers. We made the purchases to which I have referred as 
agent for the Foreign Operations Administration. 

Mr. McIntire. Simply serving as agent, but not making the deci- 
sions as to where the purchases would be made or the levels of prices? 

Mr. Myers. Frankly, we usually talk those matters over, and in 
the case of this program that I mentioned of 1950, there the FOA ac- 
cepted our recommendations because of the world sugar situation. 
That is the reason that they call on us. 

They have the final determination, and in addition, of course, they 
finance a good deal of sugar that is not handled by us. 

Mr. McIntire. The point I wish to make is simply that these trans- 
actions were not within the administrative jurisdiction of the Sugar 
Act in your capacity as administrator, but were within jurisdiction 
and the final decision resting on another agency of government? 

Mr. Myers. That is correct. 

Secretary Benson. We were serving as agents for them. 

Mr. Poaer. Then did I misunderstand the situation this morning 
when I got the impression that the Department of Agriculture had 
the right and the power, if it desired to exercise it, to purchase 100,000 
tons of Cuban sugar and to give it away if it wanted to? 

Secretary Benson. That is an administration proposal. It does 
not rest entirely in the hands of Agriculture, but it is a proposal that 
has been agreed to by the executive branch. 

Mr. Poage. I understand then that what you are telling us—and if 
I am wrong, let’s get it straight—I understand then you probably 
don’t have that power at the moment, but that the administration has 
suggested that in the event of the passage of this bill, that the ad- 
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ministration would commit both the Department of Agriculture and 
the ICA, that the administration woul have both the Department 
and the ICA carry out the purpose of this 100,000 tons, provided this 
was passed. 

Secretary Benson. Yes, the administration makes the commitment 
these two agencies will work together in carrying that out. The ICA 
already has the authority I understand in their legislation. 

Mr. Poacr. And has the money? 

Secretary Benson. And has the money, and anticipates that that 
is about the quantity which they will need in their program next year. 

Mr. Poage. And that the authority exists in that joint operation 
through ICA and the Department of Agriculture ? 

Secretary Benson. That is correct, Mr. Poage. 

Mr. Poacr. To purchase the 100,000 tons wherever they feel it is 
desirable to purchase it, but your undertaking would be to purchase 
it in Cuba? 

Secretary Benson. No, in the United States. 

Mr. Poage. It would be purchased in the United States? 

Secretary Benson. Yes. 

Mr. Poace. You are talking about this year, aren’t you? I am 
talking about next year. 

Secretary Benson. No, I am sorry. I thought you were talking 
about the 100,000 that is proposed for the 1955 year. 

Mr. Poace. No, I was really talking about 1956. You do then 
propose to purchase the 100,000 in 1955 in the United States? 

Secretary Benson. That is correct. 

Mr. Poace. You propose then to purchase in 1956—I don’t believe 
you actually said 100,000 tons—some indefinite amount in Cuba, in 
1956? 

Secretary Benson. Well, we have made no proposal or no propo- 
sition for purchases in 1956. 

We assume, however, that if our foreign-aid program is continued, 
that they will be purchasing sugar. But we have made no proposal 
or no commitment as to where that might be. 

Mr. Poace. Then we would understand that there would be a com- 
mitment on the part of the Department, if this bill is frome only to 
yurchase 100,000 tons, and that that would be purchased in the United 
States. 

Secretary Benson. This year. 

Mr. Poaar. This year? 

Secretary Benson. Right. 

Mr. Poace. Would it all be cane sugar or would part of it be beet 
sugar ? 

Mr. Morse. Most of it would be cane. 

Secretary Benson. Because that is where they have the greatest 
distress. 

Mr. Poacr. That has been my understanding. 

Secretary Benson. The formula has not been worked out as to how 
much would be cane and how much would be beet. 

Mr. Poace. It is not designated then where the purchase is to be 
made other than it is to be in the United States? 

Secretary Benson. That is correct. 
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Mr. Poace. And there is no commitment to be assumed in 1956 that 
there would be any purchases whatever, but it would be discretionary 
with the Department and with the International Cooperative Agency ? 

Secretary Benson. That is correct. 

Mr. Poace. I am glad to get that clear. 

Now, you object to making this a continuing policy on which the 
producers can rely from year to year. Do I understand rightly it is 
because you feel it would impose too much regimentation, it would tie 
the hands of the growers for too long a period ? 

Secretary Benson. No; not that particularly, Mr. Poage. Our 
feeling is that the purchase is more direct and it is simpler, and we 
have had no request to put in a loan program of any kind. 

Mr. Poace. tis not raising the question of whether its purpose is 
for a loan, because the suggestions both Mr. Cooley and I have made 
have each been to use the identical language of the present statute, 
which provides that they shall carry out loans, purchases, or other 
operations, and I think that no one has suggested that we would want 
to confine your authority to loans, but to give you the same broad 
authority that exists for a number of other crops. 

And as I understand it, you do not want that broad authority, but 
you want that authority to be specifically restricted to purchases so 
that you could not use loans for other operations? 

Secretary Benson. Our suggestion was, if I recall correctly, that we 
would not object to the broad authority, discretionary authority, for 
the 1 year. 

We don’t see any particular need for it beyond 1955, providing the 
new legislation embodied in the committee print or the print of the 
chairman is enacted into law, because that provides for a growth 
factor, gives the program a little more opportunity for adjustment, 
and I think there will be less danger of surpluses arising under the 
proposed new legislation. 

Mr. Poage. I know I am more or less repeating matters that have 
been gone over, and you made almost that statement to Mr. Cooley. 
I don’t quite understand how you figure that it is any easier to deter- 
mine how many acres it is going to take to produce 500,000 tons of cane 
than it is how many acres it will take to produce 549,349 tons of cane. 

Now, your problem this year was to arrive at the correct number 
of acres that were necessary to produce 500,000 tons of cane. That is 
right, isn’t it, Mr. Myers? 

Mr. Myers. That is correct. 

Mr. Poacr. And as Mr. Cooley said, I have no criticism. I think 
you have done an excellent job, but I don’t think that I could have 
done any better. I don’t think Mr. Hope could have done any better. 
I don’t know any one of us who could have done any better. But you 
did miss it. 

Mr. Myers. We missed it. 

Mr. Poace. You missed it very substantially. 

Now, what reason is there to assume—I ask the Secretary because 
I understand that it is his contention that you will be able next year, 
because of this growth factor, this growth factor is going to give you 
549,349 tons of cane. How are you going to be able to come any 
closer to determining the number of acres required to grow that than 
to grow 500,000 tons? 
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Mr. Myers. Congressman Poage, I think we are talking about a little 
problem that is not quite what the domestic cane industry is con- 
cerned about. The problem is not one of our having a difficulty in 
getting the production down to 500,000 tons or less. Give me the 
opportunity to cut it to 500,000 or less and we can cut it down there. 
There is no trouble about that whatever. 

The real thing is that the mainland cane people do not want to 
have their acreage cut. 

Now, understand we did not set this figure just because that is what 
they wanted. We set the figure because we thought it was right. But 
the mainland people are trying desperately to avoid a further acreage 
cut. The proposition is if they get a growth formula, then even if 
we maintained acreage and they continued to have this increasing 
yield per acre, we probably wouldn’t have to have, certainly not a 
serious, further acreage cut. 

After all, as the Secretary pointed out this morning, the proposal 
here would permit the mainland cane tonnage to go up 21 percent 
over the life of this new act. That would be quite a sizable increase. 

I doubt that they will have that big an increase more in their yield 
per acre over that period. Maybe they will; I don’t know. 

Mr. Poacr. Mr. Seder, made the same statement you did. He said 
on page 7 of his statement: 

It is well known that the domestic industry does not wish tighter acreage 
controls. 

I think we can take judicial knowledge of that. We don’t have to 
have much knowledge to take notice of that, too. We know that. 
Nobody wants to take cuts. 

I don’t know of any cottongrower that wants to take cuts, but they 
have taken tremendous cuts. I don’t know of any peanutgrower who 
wants to take cuts, but they have taken more than a 50 percent cut 
in their acres. I don’t know of any wheatgrower who wants to take 
cuts, but they have taken a cut of about 3314 percent of their acreage. 

Isn’t it inherent in these programs that if you are to get the bene- 
fits of this control, that you are to accept the burdens of the control, 
too ? 

Secretary Benson. Mr. Poage, I think it is true that they will be 
under obligation to accept some limitation on control. But as I 
understand it in the case of Louisiana cane, and Mr. Myers can check 
me, they haven’t had any recent expansion in acreage. But their in- 
crease in production has been due to their increased efficiency in their 
operations. 

Mr. Poace. That’s right. 

Secretary Benson. Now, there has been very little chance to work 
out of that because we have had a fixed quota with no growth factor 
provided. But under this new legislation each year they will be given 
more under their quota. They don’t have a rigid feeling above which 
they cannot go. They share in the increase in the market due to popu- 
lation increase. 

And that in itself will tend to absorb this increased production 
due to increased efficiency, and still maintain the acreage where it is. 
I think that is stated correctly. 

Mr. Poaar. But if you are merely proposing to keep the acreage 
where it is, it would be just as difficult to determine the number of 
acres required to produce the new quota as it is the present quota. 
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The new quota is going to be more, let us say 10 percent more, for 
Louisiana, roughly that, next year. They will have roughly 10 per- 
cent more quota. You could add 10 percent more acreage and pre- 
sumably you get the same result. 

Mr. Myers. But suppose you leave the acreage untouched, then 
you have got a 10 percent better 

Mr. Poacr. You have no intention of leaving the acreage uncut, 
do you, Mr. Myers ? 

Mr. Myers. I know of no reason for increasing it at the present 
time. 

Mr. Poacr. Do I understand then that you propose to leave the 
acreage where it is? 

Mr. Mysrs. I wish you would not pin me down too much on this, 
sir. It is a determination which we will make very shortly. 

Mr. Poacer. I want to know whether you are proposing here to 
let them continue to increase their acreage because we give an increase 
in alloment, or whether you propose to keep them pinned down. 

Mr. Myers. All I am trying to say, Congressman Poage, is I don’t 
like to anticipate a determination which the Secretary and he alone 
can make and will have to make very shortly. 

Mr. Poace. I will ask the Secretary what he proposes to do about it. 

Mr. Myers. We are going to hold a hearing in Louisiana within 
the next few days on this problem. I think I could answer your ques- 
tion for your purposes in saying that as of today I would know of no 
reason for increasing, for recommending—I beg your pardon, Mr. 
Secretary—for recommending to the Secretary an increase in Loui- 
siana acreage just because they would have a prospective 10-percent 
increase in their marketing quota. 

Mr. Poage. Is that your view, Mr. Secretary, that there will be 
no increase in their acreage? 

Secretary Benson. Mr. Poage, of course, we can’t tell what the 
future is going to bring, and certainly our judgment which we are 
required to make under the act will not be infallible. We will make 
some mistakes, no doubt. 

But it is conceivable to me that in the event that there should be 
a slight surplus accumulated in any one year because we miscal- 
culated, that if we have this growth factor which allows them a little 
more each year, that gives us a chance to work out of it, whereas if 
we had a rigid quota without any growth factor, it would be more 
difficult to work out of it. 

And so that is the reason we think that under the proposal there 
will be less danger of these accumulating surpluses presenting serious 
problems than there would be if we had no growth factor. 

Mr. Poacs. Then if I understand you, we come to this situation: 
that you don’t propose to remove all the surpluses that exist in Loui- 
siana today. 

The proposal that Mr. Cooley and I have made would be to remove 
all of the existing surplus which I believe has been estimated it will 
probably run 228,000 tons by the first of the year, you propose *o 
remove only a little less than half of that, leaving them with a surplus 
of approximately 128,000 tons. 

The reason you won't give them any additional acreage is because 
you are going to leave them with a surplus piled up here, and the only 
way they can sell that in their quota is to keep their acreage allotment 
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something less than the amount neeey to meet each year’s sales so 
that they will have to draw this accumulated surplus to meet the <e- 
mand each year; is that it? 

Secretary Benson. This 100,000 tons, of course, would go a long 
way toward relieving the situation, and then the balance would be 
worked out oyer a period through this growth factor. 

Mr. Poace. By Ceepihit the acreage down, you would in that way 
work off the depleted surplus ? 

Secretary Benson. Yes, without cutting acreage. 

Mr. Poace. Then we do come to this, and see if I am right on this. 

Under your proposal of buying 100,000 tons, Louisiana and Flor- 
ida could not, expect, or let us say that no area in the United States 
could expect, to increase its acreage. That would be right, wouldn’t 
it? 

Secretary Benson, Well, I would think—Mr. Myers can correct 
me—that there would be little prospect of any substantial increase in 
the immediate future, certainly until these stocks were worked out. 

Mr. Poace. That’s right. 

Secretary Benson. Should there be a crop failure or something, of 
course it would change the picture. 

Mr. Poace. A freeze might eliminate all that. 

Secretary Benson. That’s right. 

Mr. Poage. One of the great differences, then, between the proposal 
that you are suggesting for the purchase of 100,000 tons and the pro- 
posal that Mr. Cooley and I have made of making a nonrecourse 90 
percent loan or purchase, if you want to, continuing from year to 
year, taking up all of the surplus, is that if we adopted the proposal 
we have made, then Louisiana would immediately get approximately 
a 10 percent increase in acreage, would it not? 

Secretary Benson. I couldn’t answer that offhand. 

Mr. Myers. If you got rid of your surplus, what would you do with 
it—put it into a loan or purchase stock ¢ 

Mr. Poage. Yes, sir; that is exactly what I would do with it. It 
would not be there as part of your surplus. 

Mr. Myers. What would you do with it ? 

Mr. Poace. What would I do with it? 

Mr. Myers. Yes; I am just thinking what we would do with it. 

Mr. Poacr. You would do with it just exactly as you did with any 
other surplus. You would put it in a bonded warehouse, and the 
day you needed it if a shortage occurred, you would feed it into the 
American market. 

If the Foreign Operations Administration needed it, or the Inter- 
national Cooperation Administration needed it at any time and they 
wanted to pay you for it, they would take it off your hands and dispose 
of it, as you suggest disposing of the 100,000 tons. 

If you have an actual need for the 100,000 tons, 100,000 of this 228,- 
000 tons would move in that direction, and you would still have 128,000 
tons on your hands. 

Secretary Benson. Mr. Poage, through the years of the operation of 
the act, there has developed no particular need for the provisions such 
as you outline, whereby the Government would get into the storage 
and loan business on sugar. 

We have had no requests for it from the industry through these 
years, and we anticipate there will even be less danger of it in the years 
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ahead, provided this legislation is enacted, which gives us some greater 
fiexibility—excuse me for mentioning that word, Mr. Chairman. _ 

We have this growth factor which I think we are all in favor, which 
will give us a little more leeway. And so we think there will be less 
likelihood of needing a loan in storage Program, and we see no particu- 
lar reason why the Government should get into that operation. 

Certainly, we are in it deep enough now, and if there is no particular 
need for it and there is no demand from the industry for it, then we 
think the simplest thing is to make some purchases. 

Mr. Poace. Let us assume that you are correct, that there will be 
less occasion or less prospect of need in the future. 

If that is true, it won’t cost the Government a thing in the world. 
If we don’t have need for it, you will never acquire any sugar under 
this, but if we do have need for it, this will enable us to wipe the slate 
clean. 

This proposal that Mr. Cooley and I have suggested will enable these 
people to start off with a clean slate, without anything hanging over 
their. head, with an opportunity to grow and to gain some advantage 
from this growth factor in acreage. 

It will at the same time give to the people not only of the cane areas 
of Louisiana and Florida but also the people of the beet areas the 
assurance that if they are blessed with good weather or if they apply 
themselves to the teachings of the Department of Agriculture through 
the Extension Service, and learn how to make 3 beets grow where 2 
crew before, and they probably will—you are doing a good job in that 
respect—if they succeed-in doing that, then they will still be protected 
and know that they will have a market for their product. 

It seems to me that it is a very simple proposition. You suggested 
we shouldn’t adopt it because you don’t think we will need it. If we 
don’t need it, it certainly can’t cost us anything or do us any harm. 
If we do need it, it seems to me that it is a desirable thing to have. 

I hope that your opposition is not simply because it suggests using 
90 percent of parity. It can’t be because you think we are pegging this 
too high, because from the day you have been Secretary of Agriculture, 
Mr. Secretary, you have supported sugar at more than 90 percent of 
parity, and you have had it within your power every day since you 

iave been Secretary to reduce that price, and you haven’t seen fit to. 


You have, by your actions, I think it is fair to say, shown that you 
believe that the farmer should get 90 percent of parity, and I do, too. 
I nee with you eatanelts and I haven’t one word of criticism to 
r i 


offer for you having kept this up at 90 percent of parity. You have 
shown you believe that they are entitled to that. 

Now, we are just asking you to make good, to pin it down in law, 
to bind the Department that you will do what you have already shown 
we believe we ought to do, and that is to assure these people of 90 
percent. What’s wrong with it? 

Secretary Benson. Mr. Poage, I have been trying to administer the 
law which Congress wrote, and I will continue to do that. 

Mr. Poaar. You-haven’t suggested that we reduce this below 90 
percent when you make a suggestion about changing the law. 

Secretary Benson. Well, the law is very clear as to what the guide 
should be in setting these allotments, as Mr. Myers has pointed out. 
It doesn’t relate to any particular percentage. 


65704—55——_46 
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Mr. Poagr, They result in getting 90 percent; don’t they? 

Secretary Benson. What’s that? 

Mr. Poacr. They do result in giving the producer 90 percent, 

Secretary Benson. Well, I would hope that in all of our programs 
we get more than 90 percent for the farmers. 

Mr. Poacr. Oh, yes; for beet farmers they do. They get 931, 
percent. 

Secretary Benson. Well, as a matter of fact, over a 10-year period, 
the last 10 years, for example, the prices of other commodities have 
averaged well above the prices for sugarcane and sugar beets. 

Take, for example—I have got the 10-year figures here—wheat aver- 
aged the last 10 years 107, and sugarcane 97, sugar beets 93. 

Mr. Poage. You have felt that was too high, and you have so ex- 
pressed yourself. 

Secretary Benson. No, I have never felt—prices were too high—— 

Mr. Poacr. You have expressed yourself time and again in this very 
committee that we should not a support wheat at even 90 percent, and 
you yourself set a figure of 76 percent as the support price on wheat. 

But you support sugar and you yourself, or through your repre- 
sentatives, set the support price on sugar. 

You could have Raised the support on sugar to 76 percent of 
parity, had you felt that it was the proper thing to do, and | commend 
you for not having done so. 

Secretary Benson. No, I think we could not have done it. I think 
the law is very clear, and we have simply carried out the law as written 
by the Congress in the case of sugar. 

The Cuarrman. The quota is well established. 

Secretary Benson. Yes, the quotas were pretty well established. 

Mr. Poace. This morning the statement was made you could admit 
additional Cuban sugar any day you wanted to. 

Mr. Myers. Mr. Chairman, iP i might just cite the law on the point, 
it is quite correct that the quotas for the domestic areas are fixed, 
although the quotas for the foreign countries, other than the Philip- 
pines, are flexible; are variable—I beg your pardon. 

Section 201 of the Sugar Act requires the Secretary, among other 
things, to consider a supply that will result in a price that will equate 
sugar with the amet ot iting index. 

That price today, and for the past couple of years, has been right at 
10 cents a pound, as contrasted with today’s wholesale New York 
price of refined sugar of $8.55 a hundred. 

Mr. Poager. I believe you said this morning, Mr. Myers, that the 
Secretary had the power to bring in Cuban sugar any time he wanted 
to, that it would take an order of the President of the United States 
to increase the quota for Louisiana, but the Secretary of Agriculture 
had the power to bring in additional Cuban sugar. 

Mr. Myers. That’s correct. 

Mr. Poacr. You can break the price of sugar to any figure you want. 

Mr. Myers. Obviously, you would have to make a determination 
that that sugar is required, and he would have to do so while looking 
at this formula price of 10 cents a pound set forth in the Sugar Act. 

Mr. Poacr, I believe that is an explanation that didn’t go into the 
record this morning. 

Mr. Myers. I failed to put that qualification in this morning; that’s 
correct, 
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The CuarkMAn. You mean to say, Mr. Myers, that it was originally 
contemplated that the price of sugar would be maintained in this coun- 
try at above 10 cents a pound ? 

Mr. Myers. Chairman Cooley, section 201 of the Sugar Act pro- 
vides—let me see if I can find the exact language—this is the quote: 

The Secretary in making any such determination in addition to the consump- 
tion, inventory, population, and demand factors above specified and the level 
and trend of consumer purchasing power, shall take into consideration the rela- 
tionship between the prices at whoelsale for refined sugar that would result from 
such determination, and the general cost of living in the United States as com- 
pared with the relationship between prices at wholesale for refined sugar and 
the general cost of living in the United States obtaining during 1947, prior to 
determination of price control of sugar as indicated by the Consumers Price 
Index, published by the Bureau of Labor Statistics, United States Department 
of Labor. 

Now, that is the so-called formula price which, as I say, is practically 
10 cents a pound. 

Mr. Poacr. Mr. Myers, in effect that simply makes the price of sugar 
in 1947 the base period. 

Mr. Myers. That's correct. 

Mr. Poace. In referring to other agricultural products, that is your 
base period. And we must maintain that base period price, not 90 
percent of it but a hundred percent of it. 

Mr. Myers. We have never accepted it, sir, as a fixed requirement, 
but one of the factors that the Secretary must consider. 

Mr. Poace. Then if it is not the factor that controls, I think that 
I have justified my original statement that the Secretary has had the 
power to reduce the price of sugar any day that he wanted to, if that 
is not controlling; isn’t that right? 

Mr. Myers. Well, I think it is correct that it is not mandatory that 
he maintain it. Otherwise he would have to maintain it at 10 cents, 
and through three Secretaries of Agriculture we have never achieved 
that formula price. 

So that it is fairly clear that we do not accept it as a mandatory 
one. But nevertheless, we never put out a determination of this sort 
without discussing that factor and giving consideration to it. 

Mr. Poace. You use it as one of the factors, but you don’t consider 
that it is completely controlling. 

Mr. Myers. I think that is a correct statement. 

Mr. Poace. Now, to the extent that it is controlling, then we have 
the price fixed, not at 90 percent but at a hundred percent of parity. 

Mr. Myers. A little over a hundred, as a matter of fact. 

Mr. Poace. Yes. 

To the extent that that is controlling. Now, then, I have been 
present most of the time we have held committee sessions in the last 
3 years. I don’t recall that we have received either a letter or a per- 
sonal appearance, either from the Secretary, the Under Secretary, or 
anybody else in the Department, asking us to legislate so as to reduce 
the support on sugar so that it would be something less than full 
parity. Have we received such a request ? 

Mr. Myers. No. 

Secretary Benson. No; you haven’t received any such request. 

Mr. Poaer. I didn’t think so. 
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Secretary Benson. Nor any such request that we lower the support 
on anything. We have simply asked for greater flexibility in the 
operation. of these programs. 

Mr. Poage. Well, if you want to be real technical, let me get tech- 
nical and ask if we have received any request to give you the authority 
to lower the support price on sugar. 

Secretary Benson. Well, I think, as Mr. Myers has pointed out, 
there is already sufficient leeway and flexibility in the act. 

Mr. Poace. There either is or there isn’t. Now, when I ask that 
one way, you say, “My hands are tied, Mr. Poage, I can’t do anything 
about it because the law requires me——” 

Secretary Benson. No; they are not tied, Mr. Poage, but. there are 
guides given us by the Congress, factors we must take into consid- 
eration. : 

The Cuatrman. Will you yield right there, Mr. Poage? 

Mr. Secretary, there are people right in this room now who are 
interested in lowering the price of sugar. 

Secretary Benson. Naturally. 

The Cuarrman. They think it is too high. They are users of sugar. 

When I use the word “consumer,” I have in mind the housewife, 
but I realize that there are others, industrial users, that are actually 
consumers. 

Now, they tell me that they have been accorded hearings and they 
have had conference after conference in an effort to bring down the 
price of sugar in America, and on no occasion have they been given 
any relief. 

vow, I think that they are perfectly justified in petitioning their 
Government to give them relief, if they feel that they have a grievance 
of some kind. I am talking about the bottlers and the candy manu- 
facturers and everybody else that uses sugar industrially. 

I don’t mean to say that they feel that they haven’t had a hearing, 
but the hearing hasn’t brought about any results. 

Mr. Horr. Will the gentleman yield right there? 

The CHairMan. Yes. 

Mr. Horr. These same people have made the same request in this 
hearing, but we haven’t done anything for them either, as far as that 
is concerned. 

The CHarrMAn. Wait just a minute. Let me finish this, if you 
don’t mind. 

They tell me when they go down to the Department you give the 
stock answer that you have to go to Congress for relief. 

Now, the: fact is, as Mr. Poage has developed it here, that you can 
give them the relief, and if you are not eer to give them the 
relief from exorbitant prices of sugar, then you should . authorized. 
But I know that you are authorized. 

I know that you can bring in all the Cuban sugar you need to 
keep the price of sugar from skyrocketing. Suppose somebody were 
to corner the sugar market and force the price of sugar up, you would 
move - to take care of that situation to bring it back to 10 cents a 
pound. 

They say that you have got it at 10 cents a pound and you won't 
move in to bring it down below 10 cents a pound. Now, every con- 
stituent of mine is a consumer of sugar in one form or another. 
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Now, you either have the authority or you don’t have the authority, 
but I know you have it; and if you don’t have it, I want Mr. Myers 
to say you don’t have the right to bring this price down. 

Secretary Benson. Mr. Chairman, I don’t have a flawless memory, 
but I can’t remember ever answering any consumer in the language 
you have indicated, or even in the substance which you have indicated, 
who has come to my office. 

The CuarrMan. There are those right in this room 

Secretary Benson. And I doubt very much if Mr. Myers has, either. 
We are guided by legislation and the factors which the Congress has 
set out in trying to set these allotments, and those allotments do 
influence price. 

We do not set the price, either minimum or maximum. We simply 
influence price through the regulation of these allotments. 

The Carman, All right. 

And they have been down before you, urging bigger domestic allot- 
ments and bigger allotments so they can bring in more sugar and 
reduce the price. 

And instead of giving them the relief, which you can do in the fix- 
ing of quotas, acreage allotments, market quotas, you could give them 
relief frei what they consider to be an unreasonably high price— 


whether it is unreasonably high or not, I don’t know. 

Mr. Hill thinks that the prices are not unreasonably high, but these 
other people think the prices are, and should be reduced. 

Now, I want to make it perfectly clear for the benefit of these people 
in this audience that have been here day after day and week after week, 
and some of them will be heard this afternoon or tomorrow morning, 
they are the users of sugar—now, I know that we have no authority 


to write something in here to protect them, other than to increase these 
quotas. 

Now, we can increase the quotas, sure, and bring the price down, but 
you can increase the quotas under the law you now have. Is that a 
fair statement? 

Mr. Myers. Since you are looking at me on that, Mr. Chairman 

The Cnarrman. I have been looking at you for 3 weeks now, and I 
hope I am going to stop soon. 

Secretary Benson. While Mr. Myers is recovering from that com- 
ment, Mr. Chairman, I assume that you are not asking, or it is not 
your feeling, that prices for sugar have been too high. 

The Cuarrman. It is their feeling, not mine. 

Secretary Benson. Yes, I know it is their feeling. It has been ad- 
mitted that Mr. Myers has done an outstanding job of administering 
the act. I think he has, too. I thought that before I ever became 
Secretary of Agriculture, as he knows. 

If we are not administering the act in keeping with the intention 
of the Congress, according to these guides which you have set up, then 
this is the time, I would assume, to tighten those up and to change 
them, because our only desire is to administer the legislation as the 
Congress intended, and we expect to do that in the future. 

And we think we have done it in the past. 

Now, we may not have done it a hundred percent, but we have 
tried to. 

The CHatrman. Well, you know what the ordinary bureaucrat 
always says to a citizen who has a grievance. You know the stock 
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answer, don’t you? “I’m sorry, Mister, but take it up with your 
Congressman.” 

And that is exactly what they tell me that you all have been telling 
them, not in such straight language, but you say, “Take it up with 
your Congressman.” 

Now, they have taken it up with.us, and the only way we can afford 
them any relief is overriding your recommendations and increasing 
these quotas arbitrarily. Now, I don’t want to do it that way if you 
can do it within the framework of the present law. 

Secretary Benson. I think we can. 

Mr. Poace. Mr. Chairman, I would like to comment upon what the 
gentleman from Kansas said about the Congress, because I want it 
very clear. 

( Discussion off the record.) 

Mr. Poace, To resume, I want it perfectly clear that, as one mem- 
ber of this committee, I am glad we have kept the price of sugar at 
90 percent. I am not in favor of cutting the price of sugar below 90 
percent of parity any more than I am in favor of cutting the price of 
wheat or of cotton below 90 percent of parity. Iam not in favor of it. 

And when the gentleman from Kansas seems to indicate that the 
committee has been derelict in not cutting the price of sugar down, I 
just want to make it perfectly plain—it was certainly understood that 
that was an indication. He said the Secretary hadn't done anything, 

Well, the committee hadn’t, either. The committee didn’t want to 
do anything about it. 

Mr. Horr. That is certainly a true statement. 

Mr. Poager. I see no reason for making that statement, unless it is 
implied if there is any reason for criticizing the Secretary, the same 
reason applies for criticizing the committee. 

Mr. Horr. That is exactly what I mean. 

The Cuairman. I don’t want you to leave in a remark that I criti- 
cized the Secretary. I haven’t criticized him. I just want to ask the 
Secretary whether or not you have the authority, and you said you 
have it. 

Secretary Benson. It is perfectly all right, Mr. Chairman, if you 
do criticize the Secretary. He gets it from many sources. 

The CuatrMan. I am just saying that these industrial users sitting 
out here want to know, and I have cleared it up now, that you ean do 
it if you want to. 

Mr. Poaer. I have been interrupted here time and time again. Let 
me get this clear. I don’t want to leave a false impression about Mr, 
Hope. 

The difference between the Secretary's position and at least my 
position on this committee has been that the Secretary has, as I have 
understood it, repeatedly asked authority to reduce the support price 
on a great many other commodities, but never once has he asked the 
power to reduce the support price on sugar. 

Never once has he suggested that it was unfair to give 90 percent 
parity supports to the producers of sugar, 931 percent to the producers 
of beet sugar. Never once has he suggested he wanted any power he 
didn’t have to cut the producers of beet sugar. 

But he has not been reluctant to come before this committee and 
say he wanted the power to reduce the support price on cotton, that 
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he wanted the power to reduce the support price on wheat, and he 
got it and he exercised it. 

Now, I think when he says, “The committee is as responsible as 
I am,” I don’t think the committee has ever taken the position that 
we wanted other commodities reduced. But the Secretary of Agri- 
culture has taken the position repeatedly that he wanted the power 
to reduce the support price on a great many other commodities, or 
I should say at least five other commodities. 

Secretary Benson. Mr. Chairman, may I say that the Secretary 
has asked only for the authority, which was granted in the act of 
1949, as to support prices on basic commodities, and reaffirmed in 
later years, and which would give him authority to help retain and 
build markets rather than dry them up under a rigid program. 

Now, I feel, just as I have indicated before, that it is to the advan- 
tage of the American farmer for the Secretary to have that authority, 
and I think in the long run it will result in greater income to the 
farmers. Otherwise I would not be interested in it, because that is my 
only interest. 

Mr. Poage. I am not questioning your sincerity, Mr. Secretary. 
I am not saying that you are doing it for an ulterior purpose. I haven’t 
raised any suggestion of that kind. 

But I have said that you asked for the authority to reduce the sup- 
port price on commodities grown by my farmers. You asked for the 
authority to reduce the support price on the commodities that mean 
livelihood to my people. You have never asked for the authority 


to reduce the support price, although it was just as high, on the com- 
modities grown in some other sections of this Nation. That is all I 


am saying. 

Secretary Benson. Because in this legislation we already have that 
principle of flexibility, greater leeway, the same thing that we had 
in the 1949 act and in the 1948 act, and which I think is basic for any 
sound longtime program for the basic commodities. 

Mr. Poagr. I am perfectly willing to assume that you do have it. 
But a few moments ago when I suggested that you had that authority 
of flexibility to reduce the support price on American sugar, you said 
you didn’t have. 

Secretary Benson. No. There is flexibility. It is a different type, 
of course. 

The Cuarrman. Will the gentleman yield for one question? I hate 
to use the word, but what is flexible about the sugar program? Give 
me one flexible thing about it. 

Secretary Benson. Mr. Myers has pointed out time and time 
again 

The Cuarrman. I want to know what is flexible. One thing I have 
been impressed with is that there is nothing flexible about it. 

The wages you pay your workers are not flexible. The processing 
is not flexible; the oat beting quotas, you can adjust those up or down, 
but when it comes to fixing the price, you just read us what was ap- 
parently a very hard and fast formula, and there is not much degree 
of flexibility, as I see it. 

Secretary Benson. I think there is quite a lot of flexibility. 

The Cuamrman. If you have some flexibility, then do something for 
these people that are in distress here. 
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Secretary Benson. It isn’t flexibile enough to satisfy everyone, Mr. 
Chairman. 

The Cuarrman. Is it flexible enough to satisfy anybody? I haven’t 
seen anybody anywhere that is satisfied now. 

Secretary Benson. Well, there has been an expression that you are 
satisfied with the administration of it through Mr. Myers. I was 
pleased to hear that. 

The Cuarman. Yes, we all agree on that. 

Secretary Benson, Well, of course, if we can improve it, Mr. Con- 
gressman, I am sure that is what you want to do, and you have that 
authority and responsibility. We have come here and made our sug- 
gestions and we have made them in good faith. Whether you accept 
them or not, of course, you will determine. 

The Cuamman. We don’t doubt your good faith in it, 

Secretary Benson. And they represent the judgment of a number of 
people. We have done committee work on it for some time, 

_ The Cuatrman. I have practiced law long enough to know that 
these people may be satisfied, but they are not going to let us know 
whether they are satisfied or not until this thing is over with. 

Secretary Benson. I must say you have certainly extended these 
hearings and given every one an opportunity to present their views, 
and I think you are to be commended for it. 

(Discussion off the record.) 

Mr. Hit. This is the first time since I have been listening, you and 
Mr. Poage disagree. He has been in favor of sugar staying at 90 
percent and you want to ruin Cuba and every other country that pro- 
duces sugar, by shipping it in here as cheap as you can. That’s a fine 
attitude. [Laughter.] 


Mr. Secretary, to me you have made a wonderful statement. You 
can’t get away from Mr. Myers. Before me I have a table that Mr. 
Myers preenntn’ us when we worked in 1951, and there he shows the 


price of sugar. This is the price of sugar since 1860. 

Now, I believe in the Secretary of Agriculture and his views. I 
believe they are honest, I believe they have tried to do a good job. 
And all you have to do is to look at that table and you will realize that 
sugar, since you passed the Sugar Act, has really worked. 

And we have taken care of the sugar people in our area where they 
are producing sugar beets and we have done fairly well in Louisiana 
and Florida, who should do better. 

Now, all we are asking in this bill, and see if I'am not right, we 
are not taking anything away from Cuba in regard to what they 
are exporting to the United States, even in the new bill. We are 
still leaving everything you have been purchasing from Cuba, is that 
correct ? 

Secretary Benson. That is correct. 

Mr. Hix, Then when it comes to the increase in the population 
and the increase in consumption of sugar, and we hope the faster 
the increase in population, that the increase in sugar is still better— 
IT don’t know how to do that, but I read an article in the paper this 
morning, and I am going to write to this party and see if we can 
just add on a little more sugar consumption ‘to these young people. 
_ Now, if that is true, if that is a fact, these figures here, why should 
anybody, a member of this Congress or any other person, want to 
change the Sugar Act at this particular time? 
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All we are trying to do is to shift down from a war production and 
we gave Cuba that 95 to 96 percent overall purposely, because we 
needed this ground. I can prove that by one State, not mine, Cali- 
fornia, We needed it for other crops. And your department asked 
us, isn’t that correct ? 

Secretary Benson. That is my understanding. 

Mr. Hinz. I would now like to ask you—this goes back to the tech- 
nical part of this bill—do you really insist, let’s put it that way, that 
we put in new regulations in regard to the definitions that are quite 
difficult to understand, and make it more difficult for us to pass this 
bill that you have in your 7030 here on the second page regarding 
polarization and some of these names that our chairman was quite 
determined we should eliminate? 

Do you think we have to have that in this bill in order to have your 
support of the measure? That is what I mean. 

Secretary Benson. Mr. Hill, those were presented I think a few 
days ago by Under Secretary Morse, and I would like him to comment 
onthem. They are somewhat technical, of course. 

Mr. Huw. It is the second page. 

Mr. Morspr. It is the alternate provisions for definition which we 
would support, Congressman Hill. We presented them the last time 
I testified, and are different than those now in the bill. 

Mr. Huw. Do you think we should open those up with all the 
difficulties we might have? 

Mr. Morsr. We would feel that it would be preferable to use the 
alternate provisions. ‘There is support for accepting those provisions 
in regard to definitions. 

Secretary Benson. Mr. Myers in his administration of the act has 
felt they would help him in the administration of the program. 
Would you comment on that, Larry? 

Mr. Myers. Congressman Hill, the proposals that Mr. Morse 
submitted the other day are a little different, quite different from 
those contained in the print of H. R. 7030. 

The new suggestions, the alternative suggestions, would merely 
clarify our authority to do a job that we feel we have to do and 
have been trying to do without the clear authority that we would 
like. That would eliminate the necessity of you folks becoming sugar 
technologists and trying to specify this degree of polarization and 
that sort of thing. 

Mr. Horr. Will the gentleman yield? 

Mr. Hi. Yes. 

Mr. Hore. But you are not asking us to pass upon these definitions 
ourselves. All that you are asking under this second proposal is for 
us to give you the authority to deal with these questions after the 
hearings in the sugar section. 

Mr. Myers. That is correct. 

Mr. McIntire. Just to press that point a little bit for my own 
clarification—I am afraid Tinlad perhaps some of the testimony of 
Mr. Morse—the new proposal, do I understand, would leave out the 
requirement of the percentage of polarization, and we wouldn’t have 
to spell that in the bill? Siete Lara 

Secretary Benson. That’s right. It would simplify it. 

Mr. Poace. Mr. Hagen? 
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Mr. Hagen. Mr. Secretary, I realize this whole subject is a little 
bit off the sugar bill, but on the subject of consistency, you did not 
recommend any change i in the formula for tobacco, and I have always 
been curious about that, and that is pegged at 90 percent of parity, 
and there has never been any recommendation to change it, and I am 
wondering why. 

Secretary Benson. We had the tobacco program under considera- 
tion a number of times, had it before our National Agricultural Ad- 
visory Commission. 

Dr. Paarlberg is here. He sat through all of those deliberations 
with the National Commission. I am going to ask him to comment 
on that. 

There are a number of reasons why we did not recommend changes. 
Not that we think the law is perfect, but it has been working quite well. 
Don, why don’t you comment on that briefly. 

Mr. Paartzerc. Some of the reasons that were given were these: 
The tobacco producers have accepted the principle of control, per- 
haps to a greater extent than for some other commodities. 

An additional reason is that tobacco is already a commodity which 
is regulated in many ways. It is a source of tax revenue. It isn’t as 
nearly on the free market as-are some other commodities, and for 
that reason is more adaptable to controls. 

An additional reason is that the acreage involved is not as great 
as for some other commodities, and the problem of diverted acres 
is less. 

Still another reason is that for tobacco a decrease in supply brings 
about a sharp increase in price, and the fruits to the farmers of a 
program of regulation aos control seem to be greater than is the 
case for some other commodities. 

By and large this program has been operated without piling up 
difficult stocks and without substantial loss, and since it has a larger 
degree of acceptance than some of the other programs, it was con- 
sidered as being of a different sort. 

Mr. Haagen. Actually the standard of parity was considerably 
higher too, wasn’t it? 

Mr. Paarvperc. Well, there are many parities for the many differ- 
ent varieties of tobacco. I am not sure that a direct comparison of 
that sort could be made. 

Mr. Hagen. They don’t have the same base period, do they? 

Mr. Paarteerc. That is correct. 

Secretary Benson. There are, of course, some difficulties which con- 
cern us a little, Congressman Hagen. 

There has been a “tendency for the acreage allotments per grower 
to become smaller and smaller, as you know. 

There has also been a tendency to capitalize into the price of the 
land the benefits from the program, which make it very difficult for 
a young man to get started in the business. 

So it is not all rosy, although we did feel at the time that for these 
compelling reasons which Dr. Paarlberg has mentioned, we still have 
concern about the way the program is operating. 

Mr. Hacen. One question of Mr. Myers. Inasmuch as we have had 
some testimony from industrial users, I assume candy and soft drink 
manufacturers, and we will probably hear from some more, it is a 
favorite method of comparison to find out how many pennies of raw 





AMENDMENTS TO SUGAR ACT OF 1948 723 


material go into these products, so what percentage of the cost of a 
nickel bottle of Coca-Cola, for example, are attributable to sugar, or a 
nickel candy bar? And how much would it decline if the Congress 
refused to pass either the administration proposal or the Hope-Hagen 
proposal ? 

Mr. Myers. It is a very small fraction of a cent. Sugar is, say, 8 
cents a pound, so, figuring roughly, that is a half cent an ounce. 

A 6-ounce bottle of soft drink would have about seven-tenths of an 
ounce of sugar, so that you would have something like three-quarters 
of a cent worth of sugar in an ordinary soft drink. 

Mr. Hagen. Would it be reasonable to say that our failure or our 
refusal to pass this legislation either in the form of Mr. Cooley’s bill 
or the Hope bill or some other bill of similar character, is it safe to 
say that that would not result in a reduction in the price of a bottle 
of Coca-Cola or a Hershey bar? 

Mr. Myers. Not absolutely. So far as the soft drink is concerned, 
the total cost of the sugar is something in the neighborhood, say, of 
three-quarters of a cent for a bottle of soft drink, and the amount 
that would be involved here in this change, the price would be far 
less than that. 

Obviously, that would be negligible on the selling cest of drinks. 
As a matter of fact, if you bottled up water, you would have exactly 
the same price probably, because it 1s a service that you are paying 
for there, achhnce: cooling, and all that sort of thing, and not a 
raw commodity. 

In the case of candy, of course, sugar does become a more important 
element of cost. 

Mr. Hacen. Well, actually there is really no impact on the price 
of sugar in this country in changing the sugar which might go to 
Cuba or some other country as compared to domestic producers. 

Mr. Myers. No; I think not. 

Mr. Hacen. You are going to maintain that price level for the 
benefit of the domestic producers regardless of the volume of that 
production ? 

Mr. Myers. I think that is correct. 

Mr. Hagen. It is not fair to say if we refuse to go along with these 
industry requests that we are benefiting the consumer, nor are we 
even benefiting the industrial user. 

Mr. Myers. I think that is correct. 

Mr. Hagen. That is all I have, Mr. Chairman. 

Mr. Myers. While you are on this subject, I don’t want the chair- 
man to think that I am thin-skinned, but there is one point that I am 
very particular about. 

I like to think that in 29 years, my 29th year as a bureaucrat, that 
T have one difference between myself and a great many other bureau- 
crats, and that is not trying to pass the buck. 

The next time somebody tells you that we are turning them down 
in their requests for cheaper sugar you have got to change the Sugar 
Act, will you please let us know who it is, or send them down to us? 

The Cuarrman. I brought that up, Larry, just because it had come 
to me, and I just wanted to explore it publicly so that we would know 
just what the situation was. I did not do that critically of you at all. 
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Mr. Myers. I know. But I know I have talked to the Secretary 
about it. I know it didn’t occur in his office, I am sure it did not occur 
in my office. 

The CHarrman, Now, I just want to ask 1 or 2 questions. Again 
I am trying to get Mr. Benson away as quickly as possible. 

Mr. Benson, we are in this position now. If your Department and 
the State Department insist upon our accepting these tonnages, these 
formulas, these divisions, then it seems to me that the committee is 
tying its own hands. 

You picked up the 55-45 formula and you provide in foreign im- 
ports the 60-40 formula. 

In going over the figures, a slight change anywhere along the line 
will enable this committee to have some flexibility 

Secretary Benson. Good. 

The CuarrMan (continuing). In dealing with these problems. 

Now, if you put us in a straitjacket and say you can’t change this 
55-45, you want to be rigid. Now, that is something you don’t want 
to do because you believe in flexibility. 

Secretary Benson. Well, Mr. Cooley, we have made our recom- 
mendations. 

Obviously, you have heard from a lot more people, probably than 
we have. 

The CHarrMAN. I am going to see Mr, Holland, and we are going to 
talk with him. But if you insist that we cannot touch the 55-45, and 
he insists we cannot change the 60—40, then we are just up against it. 

Secretary Benson. We don’t insist on anything. 

As a matter of fact, we know that the authority rests with you folks. 
You write legislation. We have given you our peotmnstendiationis 

The CHarrMan. I just wanted you to see what our position is. We 
can’t exercise our discretion without a veto, or something else. We are 
powerless to do anything that we want to do in the way of changing 
this, and I think the committee should reserve its right to exercise its 
own discretion and give due weight to your recommendations and 
everything Mr. Holland has said, and the other views. 

Secretary Benson. I would hope we will get legislation, and I hope 
we will get legislation that will not face a veto. 

The Caran. If you don’t get any, it won’t be my fault. I prom- 
ise you and everybody else I am going to do my dead level best to 
compose differences and report a bill, and as early as possible, but I 
haven’t any control over the committee. 

I am just another member of it, but I think the committee has evi- 
denced its interest in the subject, and I think the committee is going to 
sit down seriously to see what we can do about it. 

Secretary Benson. I appreciate very much the thought, and interest, 
which has thai given by the committee. 

The Cuarrman. I want to thank you, Mr. Secretary, for your com- 
ing here, and I apologize for having kept you so long. We thank you 
very much. 

he committee will stand in recess until 10 o’clock tomorrow morn- 
ing. 

Terhbieaped, at 4 p. m., the committee recessed, to reconvene at 10 
a. m., Friday, July 15, 1955.) 





AMENDMENTS TO SUGAR ACT OF 1948 


FRIDAY, JULY 15, 1955 


House or REPRESENTATIVES, 
CoMMITTER ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 1310, 
New House Office Building, Hon. W. R. Poage, presiding. 

Mr. Poace. The committee will please come to order. 

This morning we have our colleague, Mr. Sheehan, who has a state- 
ment tomake. ‘The committee will be very happy to hear your state- 
ment, Mr. Sheehan. 

I believe you have a bill that is separate and apart from the sugar 
bill, but related thereto. 


STATEMENT OF HON. TIMOTHY P. SHEEHAN, A REPRESENTATIVE 
IN CONGRESS FROM THE 11TH CONGRESSIONAL DISTRICT OF 
THE STATE OF ILLINOIS 


Mr, Sueenan. Mr. Chairman, thank you for your time this morning. 
I realize that with the press of business the last couple of weeks it is 
very considerate of you and Mr. Cooley to hear me this morning on 
this particular bill. 

I also realize that there are approximately 30 other bills that have 
been presented, all of a similar nature. And this seems to be about 
the only dissimilar bill that has been presented so far. 

During the course of the last 12 months, many varying views have 
been expressed on amendments to the current Sugar Act. It is my 
observation that these views have not been confined to any particular 
rroup or interest, but generally have been concerned with the many 
feta aspects of this legislative program. 

On March 1, I introduced H. R. 4529, which is the bill that you 
notified me would be the subject of hearings before your committee. 
On Monday, June 20, I introduced H. R. 6910, which is similar but 
contains several minor refinements, and I hope that the committee will 
consider this later measure in lieu of H. R. 4529, which I understand 
they are happy to do. 

Coming from a completely urban district in Chicago and having 
within the Chicago land area a great many industrial users of sugar, 
1 am naturally concerned with the consumer interest, yet I fully realize 
that for the general welfare of the country as a whole, the viewpoints 
of both the consuming public and of agriculture must be taken into 
consideration. I further realize that without a healthy agricultural 
economy, there can be no healthy urban economy. 


725 
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For some time now, I have been concerned specifically with section 
201 of the 1948 Sugar Act, which is the section setting forth the vari- 
ous factors the Secretary of Agriculture must take into consideration 
when establishing the annual sugar-consumption estimate. Particu- 
larly, I seriously question the soundness of the one factor which re- 
quires the Secretary of Agriculture to take into consideration the gen- 
eral cost of living obtaining during 1947. This one factor regarding 
price, as now written, cannot be defended and is one of the weakest 
provisions of the entire Sugar Act. 

It is to correct that situation that I have introduced H. R. 4529 and 
the revised version, H. R. 6910, for the purpose of amending section 
201 of the 1948 Sugar Act to provide a more realistic pricing factor 
than that now in force. This amendment would add to the five re- 
maining factors, that the Secretary of Agriculture must also give con- 
sideration to the establishment of a quota which would reflect to 
growers a return of 75 to 90 percent of parity. This amendment 
proposes a price level which will be in line with other agricultural 
principles under which we are now operating. 

United States consumers annually use about 814 million tons of 
sugar, of which nearly two-thirds (about 514 million tons) is chan- 
neled through industrial users including restaurant and institutional 
users. 

I am particularly concerned to note the high prices which consumers 
are having to pay for sugar over and above the price at which sugar 
can be bought on the world market. 

This Sugar Act has many facets, and I feel that we should have a 
closer look at the cost of the sugar program to the American con- 
sumers. I understand that Cuban refined sugar of top quality can be 
bought at prices around $4.50 per 100-pound bag f. 0. b, Cuba. The 
current wholesale price of refined granulated sugar New York is $8.55 
per hundred-pound bag. If we convert this price to an equivalent 
f. o. b. Cuban basis by deducting freight, insurance, and the usual 
2 percent discount, it is apparent that we are paying about 31, cents a 
pound higher (including tariff and excise tax of approximately 1 cent 
per pound) than that paid on the world market. This difference 
represents an annual amount of about $600 million—an enormous 
premium. 

Mr. Chairman, during the past few years this matter of extra cost 
to users of sugar has been of continuing importance, and it is a factor 
worthy of our consideration from the standpoint of the American 
consumer, 

In our consideration of it I know that we frequently hear the asser- 
tion made, particularly by those engaged in the production of sugar 
and who therefore stand to profit most from an unnecessarily high 
price, that the cost of sugar has not increased in the same proportion 
as other food products. Or, to put it another way, we sometimes hear 
them make the statement that the cost of sugar is low in comparison 
to other foods. 

I believe it can be supported statistically that it is not strictly ac- 
curate to say that the cost of sugar has been relatively lower in com- 
parison to the prices of many other food products during the past 
several years. And it certainly can be conceded that in some instances 
the relative increases in the cost of other food products have put them 
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at a price level higher than sugar cost. But all of that—it seems to 
me—is somewhat beside the point. 

It does not give us an answer to this problem of increases in the 
cost of living to argue that such costs must advance in direct relation 
to one another. Or, to put it another way, it is fallacious to concede 
that if the costs of all of the things we use in our daily lives advance 
in about the same ratio, that that feature of consistency alone removes 
all our objections to those cost increases. 

As consumers we have a greater interest than that, and as legis- 
lators looking at such matters from the st: undpoint of fairness and in 
benefits to the American public our responsibility extends beyond that, 
for it is by the act of Congress that sugar is controlled as to supply, 
and therefore as to price, under the Sugar Act administered by the 
Secretary of Agriculture. 

It is upon that basis, it seems to me, that regardless of any com- 
parison which might be made of the comparative increases in cost, 
or of any comparison of the present cost, as between sugar and other 
commodities, the mere fact there is reason to believe that sugar is 
being produced and sold under conditions which make that cost higher 
than is necessary to the consumer is sufficient grounds for doing some- 
thing about it. 

On the one hand, we have the assertions of the producers that by 
reason of their increased efficiency in product pon their yields per acre 
have increased 21 percent during the past 7 years in the sugarcane 
areas, and 15 percent in 3 years in the sugar- a areas, Such inereased 
efliciency is to be mnmnenanhen but it is just such increased efficiency 
which should provide reason for looking to it as basis for lowering 
the cost of the commodity to the consumer. 

If that increased efficiency i in production, and any consequent lower- 
ing in production costs, is to be offset and eaten up by increases in 
the costs of distributing the extra supply of sugar which results, then 
where is the benefit? And that is one factor which may be involved 
in this effort of the domestic producers to expand their production— 
because it will require an expansion of their areas of distribution. 

The question might well be asked, also, why is the consumer being 
penalized with an extra cost of approximately one-half cent per 
pound tariff on sugar, if that is intended primarily as protection to 
domestic industry, when the quota system effectively gives that pro- 
tection. And then, of course, there is the same amount involved in 
the processing tax on sugar which was originally intended to pay the 
support payments on sugar, but which normally exceeds such pay- 
ments by many millions of dollars each year. 

Some ‘thought should be given to examining the act to make certain 
that this increase in efficiency is promoted, “but with the assurance 
that consumers would get some of the benefits—pricewise. With 
United States production of sugar far below our requirements, as the 
producers freely admit, it makes us wonder whether their interest is 
primarily in the support payments which, during the period 1932-54 
averaged almost 4 times what they were per acre for potatoes, over 
10 times what they were for peanuts or cotton, over 8 times what they 
were for tobacco, over 20 times what they were for wheat, and over 
70 times what they were for corn. 

Information supplied from the United States Department of Agri- 
culture indicates that in 1954 prices received for sugar beets and sugar- 
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cane were 104 percent and 106.7 percent, respectively, compared with 
the average prices received during 1947-49. This compares with the 
index of prices for other farm commodities of 92 percent in 1954 
computed on the same basis. 

The interest which users of sugar have had in this legislation for 
several years has been directed toward establishing some controls in 
this serious matter of sugar cost, and to be assured of some of the 
benefits of our efforts here to keep the program on an even keel. 

That is the basic purpose of H. R. 6910, and the proposal embodied 
in it to eliminate the cost of living index as the guide to quota deter- 
mination and sugar price. That index was inserted in the act when 
the 1948 act was enacted, at a time when sugar was far from being in 
surplus supply, and its price was reflected accordingly. Sugar pro- 
ducers, at past hearings under the act before the Secretary of Agricul- 
ture, when the matter of sugar requirements was being considered, 
have insisted that that index represented a mandate of the Congress 
as to the price that should be attained by restricting the supply. 

Under any conditions it represents such mandate, and under present 
conditions, with a huge world surplus of sugar and ample ability to 
supply world sugar requirements, it certainly is outmoded. The basis 
outlined in H. R. 6910, and it is a most conservative change which 
it suggests, is that the consideration of price in relation to the deter- 
mination of our annual supply of sugar should at least be related in 
a general way with a return to growers consistent with other agri- 
cultural commodities. That is the reason for the 75 to 90 percent of 
parity basis outlined in H. R. 6910. 

In view of the extended controversy concerning the act, it is my 
conviction that this committee should refrain from recommending 
legislation this year inasmuch as the act has 18 months to run, or 
until December 31, 1956, and the intervening time should be used 
to undertake an exhaustive study of the entire provisions of the Sugar 
Act so that during the next session of Congress we may have the bene- 
fit of this intensive study. 

IT am convinced that such a study will be helpful to further under- 
standing of these many problems, and beneficial to everyone. 

Mr. Poace. We certainly appreciate your statement. 

I want to ask if you will somewhat reconcile what seems to me to 
be a striking difference in viewpoint, in the first part of your statement 
and the last part of your statement. 

You stated to begin with in effect, and I think correctly, that we 
could not justify the maintenance of an unfairly high price for any 
commodity, simply because somebody else had succeeded in getting 
an unfair and high price. 

Was not that in substance your statement ? 

You said even though sugar might not have advanced any more 
than some other commodities, that that was no justification for keeping 
sugar too high, because somebody else had managed to keep their 
prices up. 

Mr. SureHan. The argument has been presented that even though 
sugar is high in price it is very low compared with other commodities, 
because after all sugar at 10 cents a pound is pretty low, based upon 
our American standard of living. 

Mr. Poace. And you felt that that was not a very sound argument?! 
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Mr. SHeenan. No; because if it can be bought cheaper it should 
be given to the consumers cheaper, regardless of what any other article 
costs. 

Mr. Poage. Now, then, in the latter part of your statement you con- 
tend, as I understand it, that the price of sugar to the producer should 
be brought down because the majority of this Congress, and the Secre- 
tary of Agriculture, voted to bring down some other prices. The 
price of wheat has been brought down. And the price of cotton stands 
a good chance of being brought down. 

Mr. Srupson. And corn. 

Mr. Poagr. And corn. And because the price of these commodities 
will probably be brought down by legislative and departmental edict, 
you then assume that the price of sugar should be brought down like- 
wise, is that it? 

Mr. SueeHan. No, I do not mean to give that implication. 

Mr. Poace. I understand that to be the reason that you used the 75 
percent support figure, instead of the 90 percent support figure which 
a great many of us had felt was justified. 

Mr. SHEEHAN. Our thought was, as pointed out, to use the lower 
guide. 

After all, if all of the agricultural products, or the major ones, 
are in the 75 to 90 percent bracket, to make sugar an exception—— 

Mr. Poace. In aes words you are saying because not we, but be- 


cause certain people have succeeded in lowering the support price of 
certain other agricultural commodities that therefore we should adopt 
the lowest possible price on sugar‘ 

Mr. SuHeenan. No, that is not it. 


Mr. Poace. Had we maintained the 90 percent on the other com- 
modities, I take it from your reasoning here that you would favor 90 
percent support on sugar. 

Mr. SuHeeHan. No, that is not necessarily true, because in referring 
to the 75 to 90 percent, that was merely one of the arguments being 
used in my statement to show that the price of sugar is out of line. 

Mr. Poage. It is the same argument that you repudiated in the first 
part of your statement. When it was advantageous to repudiate it, 
you repudiated that argument, and said that the fact that somebody 
else got a good deal should not affect the price of sugar. 

Mr. SuHeeHan. Mr. Chairman, I mean you are entitled to your in- 
terpretation, but I do not look at it the same way, because even from 
the same angle, from the consumer angle, I would protest the price of 
sugar today and the price of the program as it penalizes the American 
grower—the consumer. 

Just last week or 2 weeks ago, as all of you know, we are buying 
sugar from Cuba and supporting the Cuban economy. There is no 
question about that in your mind, is there? 

Mr. Poace. No. 

Mr. Sueenan. That the American taxpayer is doing that. Yet we 
are paying over the price that other people can buy the same sugar in 
Cuba. 

Mr. Poage. I want to follow that thesis just a moment. The gen- 
tleman suggested that he protested this program because of the effect 
of the cebaliaation it has on the American grower and suggests that 
if we were not buying this sugar from Cuba 
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Mr. Sueenan. The American consumer, please. 

Mr. Poacr. You said “American grower and consumer,” do you 
mean only the consumer ? 

Mr. SHeenan. I should have said the consumer. 

Mr. Poage. Then it is not penalizing the American grower ? 

Mr. Sueenan. I did not admit sy ting like that. 

Mr. Poace. You do not admit it? 

Mr. SHeenan. No. 

Mr. Poagr. Do you think it is penalizing the American grower / 
Let us find out what you do believe. Do you believe that this program 
is rg mee the American grower, or isn’t it ? 

Mr. SHEEHAN. My original statement said I felt the American con- 
sumer is being penalized. 

Mr. Poage. Yes. 

Mr. SueeHan. The American consumer is being penalized by quite 
a number of different things. First of all, the price that we are pay- 
ing to Cuba. Second, by the tariff and the processing tax. Thirdly, by 
the restrictions of quotas on the American grower who wants to grow 
as much as he wants to grow. 

I mean all of those things are interrelated. 

Mr. Poaceg. Let us get back to that grower, who you are again sym- 
pathizing with because of the restrictions on him. Do you think that 
the American grower is suffering as the result of this program ? 

Mr. SHeeHan. I might say I should not make a statement on that. 
I am not an expert on agriculture. 

Mr. Poace. Vou did make a statement on it. I am just asking you 
for your opinion. 

Do you think that the American grower is suffering or benefiting 
under this program ¢ 

Mr. SHeeHan. Well, I would say that any time that an American 
grower has to work under quota restrictions and can only grow so 
much, his own rights are being restricted and eventually he is suffer- 
ing. Is that not right? 

Mr. Poage. No; that is not right, in my opinion. But then——— 

Mr. Sueenan. That is my opinion. 

Mr. Poace. So you think that the American grower suffers as the 
result of this program? He has quotas imposed on him. And he gets, 
I believe you said, 8 cents a iad for refined sugar, something of that 
kind, wholesale in the United States, whereas in Cuba it was selling 
for 3.5 cents less. So the American grower is penalized as a result of 
this program, because if he did not have these controls he, too, could 
sell his sugar at the world price. The Cuban price was not that. The 
world price is substantially lower than that. The world price is actu- 
ally about three-dollars-and-something a hundred, is it not? 

Mr. Sueenan. Is that it—it is about 314 cents—I am not too sure. 

Mr. Podge. So if the American grower did not have any of these 
controls he could sell his sugar at 3.5 cents, and would have to sell it at 
3.5 cents a pound, would he not? 

Mr. SuHeeHan. If he sold on the world market. 

Mr. Poacr. Where else could he sell, if there were not any controls! 

Mr. SueenHan. He could sell here. 

Mr. Poace. The world market, would that not be the American 
market, too? 

Mr. Surewan. No; he could sell here. 
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Mr. Poace. He would sell here at the world price; would he not’ 

Mr. Sueenan. Not necessarily. 

Mr. Poser. Why ? 

Mr. SueenAn. He would sell higher, because we support the Amer- 
ican market with tariffs and with processing tax and with quotas like 
we do on other agricultural products. 

Mr. Poacas. If we retained this program, yes; but I am saying that 
you suggested to wipe out all of the programs, these controls. If we 
wiped out all of these controls, wiped out this program 

Mr. SueeHan. Wait a minute now, I am not making any sugges- 
(ion of wiping all controls out. Let us keep the record straight. 

Mr. Poacr. You said they were a burden on the producer and al- 
ways worked to the disadvantage of the producer. You did not sug- 
gest we do it, but you said it would be disadvantageous to the pro- 
ducer to retain any controls, because the controls worked to the 
disadvantage of the producers. 

Mr. SHreenHan. I meant that in a general statement, as I know the 
American farmer, he would like to grow what he wants to grow 
when he want to grow it, as a general rule. 

Mr. Poacr. The American farmer, like every other citizen, would 
like to grow all he could sell, at the highest price possible. 

Mr. SueenAn. That is right. And make the most profit on it. 

Mr. Poace. And do as little work as possible and with as little 
expense as possible. He would like to get all he can for his product, 
and to pay as little as possible for everything else, every other prod- 
uct, just like our constituents and everybody else’s—just like the 
American workingman, who would like to get the highest possible 
wage, and pay as little for everything that he needs, and to work as 
little, as few hours, just like American industry would like to pay as 
little as possible for raw products and sell their material as high as 
possible, and sell as much as possible. 

Mr. SHeenan. Even as you and I. 

Mr. Poace. Even as you and [; yes. 

Mr. SHeenan. Yes. 

Mr. Poace. But I am terribly disappointed that you would come 
in here and seem to present what seemed to me a rather sound argu- 
ment, that we should tie this sugar price to a realistic figure of some 
parity, and then suggest dropping that support down to 75 percent of 
parity. 

You are greatly concerned about what your consumers are going to 
have to pay, but apparently are completely unconcerned about what 
the producers of this sugar are going to get and are perfectly willing 
for them to get three-fourths of a fair price. 

Mr. Sueenan. No; I do not quite agree with pow principle. 

Mr. Poace. You come in here and suggest that this committee should 
vive consideration, instead of tying the sugar price to 1947, to a parity 
tigure which goes up and down, and I think fairly, and giving to that 
producer at least nine-tenths of a fair price. If you had, I would have 
felt you had brought something that had some elements of justice in 
it, but when you come here and suggest that in order to protect the 
consumer that we change the formula and then that we give the pro- 
ducer only three-quarters of a fair price under that formula, it seems 
to me that you are rather ruthless as to what the producer should have. 
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Mr. SureenAn. No; I do not quite agree with you, Mr. Chairman, 
for the simple reason that from the consuming angle—I do not fee] 
that sugar should be treated any better than the rest of the farm com- 
modities which is at the present time on the basis of the average parity 
prices. 

Mr. Poagr. Let us see. 

Mr. Sueenan. It is higher than 90 pen now. It is about 92 per- 
cent, on the basis of parity, whereas wheat and corn and all of the rest 
are below that. 

You want preferential treatment for sugar or any other commodity, 
do you? 

Mr. Poacr. I want 90 percent for all commodities—all commodities. 

Wool is now getting 105 percent of parity. Secretary of Agricul- 
ture Benson is recommending 105 percent of parity for wool. He 
had recommended 90 percent of parity for tobacco. 

The fact that he has recommended 76 percent of parity for wheat 
does not seem to me to justify your statement that all other commodities 
are supported at this lower figure, because they are not. They are 
supported just where the Secretary of Agriculture figures he wants a 
particular crop supported. 

Mr. Srureson. Will you yield? 

Mr. Poage. Yes. 

Mr. Stmpson. Corn is being supported in the State of Illinois at 
$1.62 and selling for $1.35. 

Mr. Sueenan. To get back to your inquiry, if you are interested in 
supports at 90 percent, this bill provides 75 to 90 percent and it is up 
to the Secretary of Agriculture. And if he wants to support it at 90 
percent, it can be supported at 90 percent. 

Mr. Poacr. Unquestionably the present Secretary of Agriculture 
has already exercised his option and is supporting sugar at even better 
than 90 percent. Beet sugar is 90.5 percent of parity. And cane 
sugar is at 93.5 percent of parity. 

Mr. Bass. That is reversed. 

Mr. Garurnes. It is reversed. tI is 93 for beets. 

Mr. Poaar. 93.5 for beets, and 90.8 percent for the cane. Thank you 
for correcting me. 

Certainly, the present Secretary of Agriculture has indicated that 
he wants to support sugar at 90 percent of parity and probably more, 
but the present Secretary of Agriculture may not be Secretary always. 
You and f{ may live longer than he retains that office. There may be 
another Secretary of Agriculture who may have a different view. 
I do not want to write a law here that enables him to hand out three- 
fourths of a fair price. 

I am not talking simply about Mr. Benson—any Secretary of Agri- 
culture. I do not want to write a law here that hands out three- 
fourths of a fair price to the sugar producer. 

And there is not 1 pound of sugar produced in my district, so far 
as I know. 

Mr. Srapson. I would like to ask the witness a question or two. 

Mr. Poace. Go right ahead. 

Mr. Srmpson. I am sorry that I was not here to hear my colleague 
from Illinois when he first started out with his statement, but he 
usually knows what he is saying so far as his own area is concerned. 
1 will say that about him. 
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I understood him to say that he did not see why in the area around 
Chicago we should build wp the economy of Cuba. 

Mr. Sueenan. The witness did not say that. 

Mr. Simpson. Tell me what you did say. 

Mr. Sueenan. I do not know where you got that impression, Mr. 
Simpson. 

ree: Srmprson. What did you say about holding up the economy of 
Cuba 

Mr. SuHeenan. I said—— 

Mr. Bass. That is what you said. 

Mr. Sueenan. I said not the people in Illinois, but the whole con- 
suming public in the United States are upholding the economy of 
Cuba, because as I understand it, we are paying approximately to 
Cuba 2 cents more than the world price. 

Mr. Srurson. That is just as good as what I thought you said. It 
means exactly the same thing to me. 

You certainly have a right to your view, but I have a letter from 
a manufacturer in Chicago who wrote me that the Chicago area was 
selling $20 million worth of manufactured goods to Cuba, and if 
Cube bege that many dollars’ worth of goods from Chicago or the 
Chicago area, certainly they are helping to hold up the Chicago area’s 
economy to some extent. 

The letter went on to say that it was about $400 million worth of 
manufactured goods that Cuba takes annually from the United States. 

Mr. Sueenan. Well, I would not object to that, Mr. Chairman, 
except that I assume that a good Chicago manufacturer, being in a 
competitive business, is selling goods to Cuba at the same price that 
he would sell to anyone else; that he is not charging Cuba more or less 
than he would charge a similar customer, which is not the way Cuba 
is treating us. 

It is my understanding, also, that Russia in the last month bought 
300,000 tons of sugar 2 cents a pound cheaper than the price we pay 
for it. 

We in our own philosophy in this country operate under the Robin- 
son-Patman Act and many similar acts which prevent certain dis- 
criminations. 

So, therefore, if we are going to apply that principle generally it 
does not seem to me that the consumers of the United States should 
be discriminated against, to uphold the economy of Cuba. 

Mr. Stmpson. Without going into detail, I am thoroughly in sym- 
pathy with the Chicago area that sells $20 million worth of goods 
a year to Cuba. I am also I think in agreement with your statement 
that you feel that this agreement or this legislation 1f passed—and 
you recommend no legislation this year? 

Mr. Sueenan. Just a further study. 

Mr. Smpson. I feel that the legislation that passed should be 
allowed to stay in effect until that legislation has expired. That is 
my view and yours, certainly. They are in agreement. 

I do not feel any other way about that. 

I think that if we passed that legislation it should stay in effect 
until the expiration date. 

I think that the sugar legislation is just as confusing to the public 
and to the committee and the witnesses as the road program before 
the Public Works Committee at the present time. 
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Mr. Hii. I would like to say that you have made a fine statement 
in supporting your position, but there is a question or two that | 
would like to ask you. I know that the gentleman is a busy man 
and he is a very valuable man of the Small Business Committee and 
very active and does his work well and understands how the American 
business economy operates, but I know that he has a real interest in 
this. I would like to call your attention to a situation that exists 
that is bothering me. Maybe you can help me. 

I have a number of people just on the edge of my district who 
used to be in the past gold miners producing gold. The last 15 or 
20 years the price of gold in America has been frozen at $35 an 
ounce, just the reverse of what we have been discussing. And the 
free price of gold on the world market has been $70 an ounce, with 
the result that all of the mines are closed down. 

The gentleman being a businessman would not support any such 
program as that, would he? 

r. SueeHan. I would not be inclined to, because other things 
being equal I would certainly favor the American farmer or the 
American gold miner over a foreign source. 

Mr. Huu. The next question that I want to ask you is this. | 
noticed that on page 3 you mentioned the wonderful increase in 
production per acre. 

If the gentleman was here yesterday he heard what the beet growers 
and the sugarcane growers have done regarding the production of 
sugar per acre, a wonderful tribute to their fine agricultural progress. 
That is due to the fine scientific experimental work that has been 
eneenecte not only by the agricultural people, but by scientists as 
well. 

On_ page 3, you are talking about 21 percent increase during the 
past 7 years in sugarcane and 17 percent increase in beet production. 

And the very thing that is left out there, Mr. Sheehan, is the fact— 
and I have the figures on my desk, I did not bring them with me—if 
you will check you will find that the labor in my area, and we use 
good farmhands, is from $75 to $100 per month. We used to hire 
men by the day for $2.50 to $3. Today you cannot even approach 
this average. This Congress is just about to pass a minimum-wage 
law. And the gentleman from Chicago will support it. And so will 
I. But if you check up on the labor cost in my area, you will find 
ae doubled and tripled. I am talking about farm labor, the cost 
of it. 

Freight rates have gone up I think sixty-odd percent. You can 
check that. I cannot give you the exact figures. 

And then there are all the other miscellaneous expenses which have 
gone up accordingly, almost the same percent. 

If that is true, the only way in the world for the sugarcane pro- 
ducer to stay in the business is to increase his quality and the quan- 
tity of his production. And that is exactly what has been going on 
in all agriculture, 

Let us get back to sugar. We are in the peculiar position on sugar 
that we are deficit producer. I just doubt if you can show me that 
we have every producer 33 percent of the sugar we use. I just doubt 
that can be absolutely proven. 

Consequently, there is no reason why you should oppose the in- 
crease in sugar production in the United States. You are not op- 
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posed to the increase in sugarcane and sugar-beet production in the 
United States. Is that true? 

Mr. Sueenan. Definitely, I am not opposed. 

Mr. Him. We have such an agreement with Cuba. They produce 
so much sugar for us. That is a historical fact. They produce it 
for our market. 

I want this definitely in the record. The record will show through 
good times and hard times they have been our good friends. And 
until we passed this sugar bill, and now we will pass the compliment 
to the Democrats, in 1934 and 1937, under the Democratic organiza- 
tion, the price of sugar was just like your bottling friends would 
like to have it, up ond down, up and down. And they could buy on 
the market and save a lot of money. So we come along and pass the 
Sugar Act of 1937. And we tried to level out this price. That is all 
ve hae tried todo. And when I say “we” I mean our whole national 
economy. We tried to level it out, so that we could help Cuba. And 
they could buy goods that the gentleman from Chicago talks about. 

And then to support my beet growers so that they could buy this 
farm equipment. And he has never found any fault with that. 

What I am trying to say is, would you not agree, are we not much 
better off with this type of a Sugar Act—we do not say it is perfect— 
than we would be if we did not have any? What answer do you have? 

I just want to say to you, would you prefer to have the Sugar 
Act than to have this terrific chaos in the sugar market ? 

Mr. Sueenan. There is no question about that. Iam not objecting 
to the act. I do not in my statement. All I am trying to find is a 
mutual ground of a meeting between the consumers and the agricul- 
iural interests and my biggest objection is the inclusion—there are 
seven factors in that 1948 act—and one of the factors is the cost- 
of-living index of 1947 which I feel, and I think the industry feels, 
and the Secretary has never used, but it is there, and it can be used. 
And as our g Chairman, Mr. Poage pointed out, Mr. Benson is 
not going to live forever. And the next Secretary of Agriculture 
might decide to use the 1947 index cost of living which would mean 
he could automatically increase prices roughly 2 cents a pound. 

Mr. Hix. Then in addition you advocate a study ? 

Mr. Sueenan. Yes. 

Mr. Hux. Never before have I been in sugar hearings that have 
gone as extensively into this Sugar Act as this committee has this 
time. I am not so sure that we ought not to have the information of 
how to write an act. One of the things you mentioned we have decided, 
[ think I should say, this committee has. We are not going-to change 
the date of expiration. But we are going to write some things into 
it. And that is what I think we should do, to bring it more up to 
date. Whether it will make sugar any cheaper I do not know. I 
go along with Congressman Poage. 

If you are going to cut down labor, and if you are going to cut 
(lown the expenses, and if you are going to cut everything down, then 
you will end the program in chaos. 

So the answer to your bottling people is to charge 714 to 10 cents 
for cokes. 

Mr. Bass. I am glad the Congressman from Colorado brought up 
that point. Do you know, I used to be in the beverage business. I 
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lost enough money so that I had to get out on account of the sugar 
business—on account of the sugar business. 

Let me tell you this, the beverage industry, due to monopolistic 
control by one of the big companies, have absolutely destroyed every 
part and segment of the aw except that one particular individual 
branch of it that can afford it by keeping the price down on bottled 
drinks, you see, and trying to squeeze out the little man. I do not 
sympathize very much with the beverage industry, because they 
brought this on themselves. 

The sugar prices are not responsible for the predicament of the 
beverage industry. They are responsible for their own predicament, 
because they have refused through a monopolistic attitude of one 
company to raise the prices to where they ought to be in order to make 
a profit, like the candy people. 

Mr. Stmpson. Will you yield? 

Mr. Bass. Thank you for letting me make a speech. 

Mr. Poace. Mr. Hill has the floor. 

Mr. Bass. I yield back to him. 

Mr. Poace. You cannot yield back to him. 

Mr. Bass. He yielded to me, and I yield back to him. 

Mr. Poace. You do not yield back; you ask the Chair if the gentle- 
man who has the floor will yield. The Chair then is supposed to ask 
the question, and if the speaker agrees to yield, you may ask your 

uestion but the decision to yield belongs to the Member who has the 
oor. 

Mr. Hix. One thing about this group that has been testifying here 
is that it is good natured. 

Now, Mr. Simpson, do you wish to ask me a question ? 

Mr. Stmpson. I only want to know if he is talking about soft 
beverages. 

Mr. Bass. Yes, sir. I do not know anything about any other kind. 

Mr. Surenan. If I may interrupt for 1 second. Mr. Bass has been 
in the soft drink business for the past 23 years and is still in it. We 
ought to get together outside and discuss it. 

fr. Hitx. If we had one of those soft drinks, even if they cost 714 
cents, sometimes, when we are working hard it would help. 

Mr. Hoeven. I hope you will not get the impression that this com- 
mittee has not given full and sailed consideration to the legislation. 

In your es st statement you suggest that the matter be post- 
poned for further exhaustive study. I do not know of a more exten- 
sive and prolonged, thorough hearing we have ever held on any legis- 
lation than the present Sugar Act. It has been before this committee 
for weeks. We have heard from producers and consumers and every- 
one who desired to testify. 

Do you have anything else in mind that could be gained by further 
delaying this matter ? 

Mr. SHEEHAN. Well, that is a good fair question, Mr. Hoeven. 1 
might say, that like everyone else, I read the newspapers, too. I do 
realize that the Senate is very anxious to get a sugar bill. 

I do realize from the newspaper gossip and talk that certain mem- 
bers of the other body have suggested that we get the bill out—we, 
the Congress, get the bill out this year. 
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And I also understand that this committee itself and this chairman 
was not too anxious to get a bill out this year, but apparently some- 
thing has to be done. 

r. Horven. As far as this committee is concerned, I think it has 
done a bangup job in going into the entire problem at this session. 

I am at a loss to know what further information we could gather. 

Mr. SHeenan. Of course, I do not know whether it has or has not. 
I also do know that the present act has about 18 months to run. 

Mr. Hoeven. Yes. 

Do not misunderstand me, I am not arguing with you on that. The 
act does not expire until January 1956 but as far as the hearings have 
been concerned, I do not want the impression to go out that we have 
been dilatory or lacking in anything in exploring this subject quite 
thoroughly. 

Mr. SHEEHAN. No, sir; I did not want, nor did I intend, nor did I 
mean to get that impression. 

Mr. Hitz. He yielded for a question. The gentleman is aware that 
in the beet area, the sugar beets are now in the field and will not be 
processed until September and October. And then they will not be 
on the market, that is, that sugar will not be on the market until next 
year. And then before this Congress could possibly act on any kind of 
a sugar bill, the next crop would have to be in the field, which is 
planted in March or April. 

So you see the reason why we are considering this bill now. It isa 
matter of time and expediency. 

And the sugarcane growers are almost in the same condition, 
especially in Louisiana. 

If it is going to expire without anything having been done, they 
are really ina tight way. In other words, they do not know how they 
can sell or market their product. 

Mr. SuHeenan. I certainly would not want to give the impression 
that I or any of the consumers might want this bill to expire without 
something being done. 

Under the considerations that you have stated, certainly you have 
to act in plenty of time. 

All I ask from the consuming standpoint is that if you have given 
it in ag minds sufficient study and consideration, that is all that we 
can ask. 

Mr. Poage. The Chair wants to announce it will not permit a con- 
tinuation of the kind of practice that has been going on. I do not 
mean to curtail it, because I allowed it in this case, but I mean in the 
future. This started a little while ago. I want all to understand 
that under the rules that when the Chair recognizes a member, other 
members have the right to ask that member to yield for a question, 
but they have no right to ask that member to yield the floor to take 
on the witness. We have all engaged in it. I have been guilty of it 
as well as others, but in an effort to try to get down to the executive 
session which we must have shortly, we will follow that rule. The 
member will be recognized and nobody else will have a right to ask 
him to yield except for a question. I am going to recognize Mr. 
Hagen. If you want to ask Mr. Hagen anything, you can ask him 
to yield for a question, but you cannot ask him to turn the witness 
over to you. 


65704—55——_48 
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Mr. Hacren. We might improve our consuming habits. I have 
got some California cigars. I would like to try Cuban cigars. 

Mr. Poace. Are there any further questions? 

Mr. McIntire. I just wanted to say that as one member of the 
committee I am very happy that our colleague has presented his 
statement to us. 

I would like to ask if in his study of the sugar industry he feels 
that the world price is a free price and is the type of price to which 
you could gear an opinion as to a prevailing price ? 

Mr. SuHeeman. Mr. McIntire, all I can lak at is from a philo- 
sophical standpoint. It would seem to me that if we are the biggest 
and best customer that Cuba has, and if Cuba treats other nations 
better than it treats us that certainly that is not a very good business 
practice. Therefore, it would seem to me that the American con- 
sumer of sugar is suffering, and by suffering, I mean he is paying 
more than he should pay. 

Mr. McIntire. Yes, I believe, Mr. Sheehan, you have used a level 
price which Cuba receives for her sugar coming into the American 
market. in relation to the world price, to point out that there is an 
advantage to Cuba contrasted with the cost of sugar in the world price. 

I am wondering if in your study of the sugar industry you feel that 
regardless of the relationship of this country to Cuba, regardless of 
those relationships, if you feel that the world price as a level of price 
from week to week is a free market, and that it can be used as a com- 
parative basis of the relative cost to the consumer in the mechanisms 
of our relationships with other countries or in the relationships for 
the domestic producers’ a legislation. 

Mr. Sueenan. I would say, judging not from an expert’s view, 
but from a superficial view that what I have heard as to the prices 
that Cuba charges in the world, the Cuban price is not what we would 
call a relatively world price. It seems to me, and this is just an off- 
hand observation, that Cuba sells for whatever she can get, as the 
fancy dictates. In other words, why should she give any other nation 
special and preferential treatment over what we pay for it? 

Mr. McIntire. I do not know that she does. That would be a mat- 
ter of study and opinion, too. 

It has been pointed out in these hearings that the world price, with 
the exception of about 10 percent of the sugar produced in the world— 
al prices in other countries are legislated prices, and that the world 
price, according to the testimony given us, is substantially a price on 
sugar that is without any home and that approximately 90 percent 
of all price structures around the world, with the exception of the 
free sugar that has no place to go, within the framework of the 
legislation in various countries around the world, is the world price 
of sugar. And it does not represent any free price, but represents only 
a residual price that works around the periphery of all of the legis- 
lative mechanisms of all other countries that are producers and con- 
sumers of sugar. 

That was the reason why I was asking if in your study you had 
found that to be the case, and if you felt that the world price was a 
criteria to compare other prices with. 
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Mr. Sweenan. Well, it is not a full criteria, but it would seem 
to me that it should be a basis for some part of the reason. I quite 
agree with your statement, as I see from a table here, the price of 
sugar, the retail price, in Denmark and equivalent is 4.6 cents a pound 
and they pay as high as 19 cents a pound for sugar in Italy. 

I realize that the various legislative bodies through tariffs and quotas 
and protections vary the prices, although most of them are probably 
paying approximately the same world price in Cuba. 

Mr. McInryre. The only reason why I raised the point is that fre- 
quently in our testimony reference has been made to world price. 
And I just wondered if you should accept that as a criteria or a com- 
parison basis. , 

My other question is this. I think we have had testimony to the 
effect that approximately 60 percent of the sugar used in this country 
goes into products, and only 40 percent of it is used in the free form, 
you might say. 

I should like to ask, if there was any mechanism set up by which 
there was a price which reduced the cost of sugar to the consumer 
or to the user and would, of course, reduce it to the producer, if the 
price was reduced by legislative mechanism, resulting in a less cost 
in this country, how much of that do you think would be reflected to 
the ultimate consumer. Have you any ideas on that? 

Mr. Sueenan. Mr. McIntyre, I cannot state with any certainty, 
because I do realize that there are such things, for instance, as the 
bakery industry, which is a large consumer of sugar, but by the same 
token sugar is only a part of the product. They use corn and wheat 
and many other agricultural products. 

Any reduction in the price of sugar, certainly, would not substan- 
tially lessen the price to the consumer, but in a competitive field as 
we have here, the minute sugar is reduced it will have its effect on the 
price that the ultimate consumer pays, because the competitive situa- 
tion will force a certain reduction. 

Mr. McIntyre. Do you think it would not get reflected into the 
cost of the things that the consumer purchases ? 

Mr. SHeenan, I would say positively to that. 

Mr. McInryre. That is all. 

Mr. Poaer. The Chair is going to make another statement in an 
effort to try to get on to the executive session for consideration of 
these bills. I am not going to hereafter recognize anyone for any 
discussion with the witness except the subject matter of his pro- 
posal which, as I understand it, relates to the criteria by which the 
Secretary of Agriculture determines the price to be established. 

Mr. SHeenan. Right. 

Mr. Poaee. I am limiting things to what I think is under the rule 
of relevancy in order to try to get on to the execution session. 

Are there any further questions of the witness? 

If there are no further questions, Mr. Sheehan, we are very much 
obliged to you for your statement. And the commitee will go inte 
executive sesion. 

Mr. Sueenan. It has been a privilege to be here. 

Mr. Poage. Thank you. We will now go into executive session. 

(Whereupon, at 10:55 a. m., the committee adjourned.) 
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(Additional communications, received and submitted to the Com- 
mittee on Agriculture, are as follows:) 


INTERNATIONAL COUNCIL OF SUGAR WORKERS AND ALLIED INDUSTRIES UNIONS, 
INTERNATIONAL COUNCIL OF SUGAR WORKERS AND 
ALLIED INDUSTBIES UNIONS, 
July 11, 1955. 
Representative Haro_p D. CooLey, 
Chairman, Committee on Agriculture, 
House Office Building, Wushington, D. C. 


DEAR REPRESENTATIVE CooLEY: Your committee has been holding hearings on 
H. R. 5406, which provides for an increase in sugar quotas for the domestic sugar 
industry, both cane and beet, for consumer consumption in the continental 
United States. The membership of the affiliated unions of the International 
Council of Sugar Workers and Allied Industries Unions are vitally interested 
in having this legislation, as provided in this bill, adopted by the present 84th 
Congress, before it adjourns for the summer recess. 

I am attaching for your information and the records of your committee, copy of 
a resolution that was adopted at a meeting of the executive board of the Inter- 
national! Council of Sugar Workers and Allied Industries Unions, in Kansas City, 
Kuans., February 8, 9, and 10, 1955. This resulution has to do with the matter 
of increased sugar quotas for the domestic sugar industry in the United States, 

The domestic sugar industry, as of December 31, 1954, had 10,800,000 100-pound 
bags of sugur on hand that they were not permitted to sell, under the established 
1954 sugar quotas, and in dollars and cents this represents about $9) million 
earryover the domestic sugar industry had to handle in various business ways, 
such as storage warehouse financing, insurance, and interest. On account of 
the amount of money involved in the 1954 surplus-sugar situation, this situa- 
tion has affected the operation of all the sugar factories in the carryover of 
year round euiployees by the industry. This was a real threat to the membership 
of the affiliated unions, not only employed in the beet-sugar industry but to the 
membership of all the unions in the domestic sugar industry in the United States. 

In years past you and your committee have been very cooperative in the 
matter of sugar legislation and I sincerely hope you will be able to continue in 
the cooperation you have established in the past in this situation that is so vital 
to the welfare of not only workers but the entire domestic sugar industry in the 
continental United States. Thanking you for your continued cooperation, I 
remain, 

Yours very truly, 
R. EB. James, President. 
Resolution 


At the meeting of the executive board of the International Council of Sugar 
Workers and Allied Industries Unions in Kansas City, Kans., February 8, 9, 
and 10, 1955, consideration was given to a situation which has developed in 
the domestic sugar industry throughout the United States. This has been 
caused by the Government sugar quotas in effect at present, which limit the 
sale and marketing of only 1,800,000 short tons of beet sugar and 500,000 short 
tons of cane sugar by the domestic sugar processors in the United States. These 
quotas have established a situation whereby five major beet-sugar companies 
have on hand a carryover of approximately 3,300,000 100-pound bags of sugar 
which they were not permitted to sell for consumer consumption under the 1954 
Government sugar quota allotments. The same condition prevails in the do- 
mestic cane sugar industry, with a carryover of 7,800,000 100-pound bags of 
sugar. 

This excessive inventory has resulted from excellent crop conditions for 1954 
accompanied by Federal Government sales allotments which prevent the ready 
disposition of this inventory. This, in turn, imposes upon the companies ab- 
normal costs, including outside warehousing charges, insurance, and interest 
en borrowed money. 

The executive board adopted the following resolution in an attempt to help 
work out immediate relief, looking to the end that this excess sugar may be sold 
by the various sugar companies. 

“Whereas we believe present provisions of the United States sugar law, which 
give all increases in domestic sugar consumption to foreign nations, particularly 
Cuba, are unfair to American labor, therefore, we urge the law be amended in 
this session of Congress to accomplish these objectives : 
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“(1) Provide that their historic and rightful position of sharing on a pro 
rata basis in future increases in the United States sugar market shall be restored 
to all domestic sugar-producing areas. 

“(2) Increase, effective this year, marketing quotas for domestie beet sugar 
and mainland cane sugar to relieve the critical situation that has developed 
because American ingenuity has materially increased production per acre while 
the present law has temporarily denied the American industry its right te share 
in the growth of the United States sugar market since 1948. 

“Resolved, That the above situation be called to the attention of the member- 
ship of all Affiliated Beet Sugar Refinery Employees Federal Labor Unions and 
State Federations of Labor interested in the domestic sugar industry, requesting 
their cooperation by writing to the President of the United States, the Secretary 
of the Department of Agriculture, as well as their Senators and Congressmen, 
asking that immediate relief be granted whereby the domestic sugar industry 
will be permitted to sell its excess sugar now on hand, and that a long-range pro- 
gram be worked out permitting the future increased sugar quota sales for the 
domestic sugar industry in the United States.” 


STATEMENT OF WALTER J. MASON, MEMBER, NATIONAL LEGISLATIVE COMMITTEE, 
AMERICAN FEDERATION OF LABOR 


The American Federation of Labor has a special interest in the hearings 
which this committee is now holding to consider proposed amendments to the 
Sugar Act of 1948. Members of unions affiliated with the A. F. of L. work for 
both the beet-sugar and the cane-sugar industries in this country. In addition, 
the A. F. of L. has developed fraternal bonds of friendship with the workers 
in the sugar fields of the Philippines, Cuba, and other Latin American countries. 

We all know that the various sugar acts, beginning in 1934, have been good 
for our Nation and have provided a stabilization in which the domestic indus- 
try and the American consumer have benefited. It has also greatly benefited 
foreign suppliers of sugar to the United States, especially Cuba. 

The present law—the Sugar Act of 1948, as amended in 1951—expires Decem- 
ber 31, 1956. Obviously, it must be amended or extended before its termination 
date. 

Many interests have to be considered when sugar legislation is being worked 
out. The best way to get the job done is to work for equity and fairness with 
full consideration for all interests. 

In mainland-cane areas, for example, acreage cuts of 8 and 10 percent, re- 
spectively, have been imposed in the last 2 years. It has been called to our 
attention that unless relief is forthcoming in 1955, a further acreage cut of 
30 percent would be required in order to bring stocks in line with normal 
carryover. 

The domestic beet-sugar area is also faced with a most difficult situation in 
view of its fixed marketing quotas of 1,800,000 tons. Production in 1953 was 
almost 1,900,000 tons; in 1954, with adverse weather conditions prevailing in 
important producing areas, domestic beet sugar production was almost 2 million 
tons. In spite of acreage cuts of 8 to 15 percent, present beet sugar stocks are 
at such levels that less than 10 percent of the total 1955 production can be 
marketed in 1955, instead of a normal 20 to 25 percent. In fact, for some proc- 
conte virtually none of their share of the 1955 production can be marketed in 
1955. 

In dollars and cents it means that the domestic sugar industry carried over 
from 1954 sugar valued at approximately $90 million, which they were not 
allowed to sell under their 1954 sugar quota allotment. This sugar must be 
sold before they are confronted with their 1955 sugar production which also 
must be sold to insure successful sugar operations. 

While on the other hand we are advised that Cuba still has a 2 million ton 
surplus of sugar on hand and any reduction in existing quotas during 1955 will 
have an adverse impact on the general economy of Cuba. It is reported that 
any appreciable cut at this time in the production or exportation of sugar by 
Cuba could create an acute economic crisis that would have widespread social 
and political consequences and would result in an appreciable fall in the stand- 
ard of living. This is a matter which should be carefully considered. 

We all know that Cuba is one of the best customers for United States produc- 
tion and we should continue to be Cuba’s best sugar customer. At the same 
time, however, a road must run both ways. The domestic sugar industry also 
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has its interests and its needs. We must find a fair and equitable solution to 
this immediate problem. 

The object of the bills now before this committee is to make certain changes in 
the present quota system. Under the Sugar Act of 1948, fixed quotas are estab- 
lished for domestic beet sugar, mainland cane sugar, Hawaii, Puerto Rico, and 
the Virgin Islands. In addition a special quota was set for the Philippines. 
Based on an annual requirement of 8 million tons, the domestic areas are allo- 
cated about 55 percent and the Philippines about 12 percent of the total. 

In return for the very intensive efforts which Cuba made during World War 
II to supply this country with sugar, special arrangements were included in the 
1948 act to enable her to step down gradually from the relatively high level of 
sugar production in that country during World War II. At that time Cuba 
was allotted over 30 percent of the total United States market. In addition, 
Cuba was permitted to fill approximately 96 percent of any increase in domestic 
sugar consumption created by the general growth of population in this country. 

The bills that have been introduced would alter the quota system so that Cuba 
would no longer be placed in such a favorable position. Under these proposals 
Cuba and the various domestic producers would share proportionately in this 
eountry’s increased consumption of sugar. These amendments would make this 
new arrangement retroactive to the beginning of 1955, 

The allocation of marketing quotas for any commodity is at best a most diffi- 
eult assignment. In this instance, this task is made doubly difficult because the 
number of producing areas is considerable and because of the special consid- 
erations in Cuba and these other areas. 

We believe that considerations of equity suggest that all producers should 
share proportionately in the increase in sugar consumption that will naturally 
develop during the coming years with the growth of United States population. 
As a matter of principle, we believe that both domestic and foreign producers 
should share in this increase. 

On the other hand, to make these changes abruptly and without adequate 
relief, would be clearly unfair to our friends in Cuba. For this reason, we feel 
that the provisions of the current law should continue to apply until its expira- 
tion date on December 31, 1956, and that the revised arrangement should not 
become applicable until the beginning of 1957 unless some special and adequate 
relief to Cuba is provided for. The sugar producers of Cuba have made pro- 
duction plans on the basis of the provisions in the Sugar Act of 1948 and, unless 
relief as above indicated is available, we believe that it would represent a breach 
of our trust with them if these arrangements were changed before the expira- 
tion of the current law. 

There is one other aspect of this legislation which is of direct concern to or- 
ganized labor. I am referring to the provisions in the present Sugar Act which 
provide for the payment of minimum wages and the establishment of regula- 
tions governing child labor in the sugar industry. 

These regulations grew out of the provisions in previous sugar legislation, 
originating with the Jones-Costigan Act of 1934. These provisions are quite 
important because they make it clear that no domestic sugar producer is en- 
titled to the benefits of this legislation unless he conforms with recognized labor 
standards requirements. 

These labor standards provisions in the law need to be thoroughly reviewed 
at the present time. We believe they need to be changed in the following 

ts: 

1. The minimum wage requirement in the law should be identical to the 
standard set forth in the Fair Labor Standards Act. 

2. Workers in the sugar industry need to be protected in the right to organize 
into trade unions and to bargain collectively with their employer. 

The representative of the National Agricultural Workers Union, A. F. of L., 
has given this committee a very graphic account of conditions as they now 
exist in the sugarcane areas of Louisiana. We urge the committee to give full 
weight to this firsthand account of the unfair manner in which the Sugar Act of 
1948 has been administered. This committee should make certain that any ex- 
tension of this special statutory protection for the employers in the sugar in- 
dustry should be approved only if legislative changes are made so that the act 
will genuinely “protect the welfare of those engaged in the domestic sugar- 
producing industry” (title II, sec. 201). 

The agricultural laborers are a category of employees which has always been 
specifically excluded from the coverage of the Taft-Hartley Act. Section 2 (3) 
of that act specifically excluded “any individual employed as an agricultural 
laborer.” The determination whether an employee is “an agricultural laborer” 
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must be made in accordance with the definition of the term in section 3 (f) of 
the Fair Labor Standards Act of 1938. 

This definition reads : 

“Agriculture includes farming in all its branches and among other things in- 
cludes * * * the production, cultivation, ‘growing, and harvesting of any agri- 
cultural or horiticultural commodities * * * and any practices performed by 
a farmer or on a farm as an incident to or in conjunction with such farming 
operations, including preparation for marketing, delivery to storage or market, 
or to carriers for transportation to market.” 

The construction given this definition by the Department of Labor and its 
Wage and Hour Division, which has the primary responsibility for the admin- 
istration of the Fair Labor Standards Act, is the guide that the Board uses for 
its interpretation of the Taft-Hartley Act. Applying section 3 (f) of the Fair 
Labor Standards Act in a number of cases the Board held that the following 
employees came within the definition of “agricultural laborers’: Sugar-planta- 
tion employees, including field employees who operated trucks and other machin- 
ery in connection with the planting, cultivating, and harvesting of crops and 
transporting harvest cane to railroad sidings and loading it on cars.’ 

Congressman Anfuso has introduced a bill (H. R. 6848) to make two changes 
in the present law. I hope this committee will give favorable consideration to 
this proposal as an amendment to any bill which it may report. 

The first purpose of the amendment would bring these agricultural workers 
under the Fair Labor Standards Act for the purpose of wages instead of having 
the Secretary of Agriculture determine what he thinks their wages should be. 

Second, these agricultural! laborers should be permitted to organize and bargain 
collectively, since they may not utilize the machinery of the National Labor 
Relations Board established by Congress. The purpose of the amendment is 
to allow these workers to avail themselves of the fundamental right of self- 
organization and permit them to bargain collectively through representatives 
they choose. If the producer refuses to allow them to organize or refuses to 
bargain collectively with them, the Secretary of Agriculture is required to with- 
hold payments to that producer. 

Congress now has before it a proposal to increase the minimum wage under 
the Fair Labor Standards Act. The Senate has already passed a bill providing 
for a minimum of $1 an hour, while the House Committee on Education and 
Labor is now considering this legislation. We see no reason why the new mini- 
mum should not also apply to workers in the sugar industry. This would elimi- 
nate the lengthy procedure which is now necessary under the present act to 
establish minimum wages for different parts of the sugar industry, and would 
thus simplify administration of the law. 

We also believe that workers in the sugar industry should be entitled to the 
same rights as industrial workers in their efforts to form, join, or assist labor 
organizations, and to bargain collectively. Even this elementary protection is 
denied them at the present time. 

Adoptions of the proposals set forth in the Anfuso bill will simply afford 
workers in the sugar industry those benefits presently being enjoyed by other 
workers in the industry. 


STATEMENT ON BEHALF OF THE CONGRESS OF INDUSTRIAL ORGANIZATIONS BY ROBERT 
O.LIveR, ASSISTANT TO THE PRESIDENT ANp DrtrecTor, CIO LEGISLATIVE 
COMMITTEE 


The CIO is aware that the problem now before this committee of working out 
equitable sugar quotas which will be fair to domestic producers and at the same 
time will serve the interests of this Nation in its dealings with friendly foreign 
governments is very complex and difficult. We are also well aware of the many 
conflicting interests which must be balanced as equitably as possible in any just 
and intelligent solution to this problem. 

A considerable number of the workers in the sugar industry belong to CIO 
organizations. The largest single bloc of these workers are members of the 
United Packinghouse Workers of America, CIO, which represents the sugar 
workers of Puerto Rico as well as many mainland workers. In addition, several 
thousand of our members working in the sugar industry belong to local industrial 


1 Seventeenth annual report of the National Labor Relations Board for the fiscal year 
ended June 30, 1952, p. 89. 
2 Luce € Company 8. en O., 98 N. L. R. B. 1103, 1104. 
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unions throughout the sugar raising and processing areas. This statement to 
the committee is being filed on behalf of the United Packinghouse Workers of 
America, CIO, as well as the CLO itself. 

The CIO thus understands from firsthand acquaintance with the problems 
of workers in this industry that this committee is now charged with resolving 
not only rival domestic interests, such as that between the beet growers and the 
cane growers, but also conflicting international claims and requests for adjust- 
ment in the assigned sugar quotas. Clearly, in entering this area of legislation, 
the House Agriculture Committee is being called on to make decisions which 
will have far-reaching international implications. For this reason, the CIO 
believes that in approaching this problem it is essential for the committee to 
keep in mind constantly, net only the interests of mainland sugar growers and 
the interests of sugar producers in offshore territories, such as Puerto Rico, the 
Virgin Islands and Hawaii, but also the interests of our friendly good neighbors 
abroad who for more than half a century have been cooperating with us, both 
during war and peace, to meet the sugar needs of this Nation. 

Our organization today is opposed to the pending proposals for changes in 
the sugar quotas. In this view, we are merely standing on a basic principle of 
the CIO in international affairs, which holds that international understandings 
between nations, once entered into, should be morally binding upon nations and 
must not be unilaterally, and capriciously, set aside. We point out that an 
existing international agreement exists in this matter, and that all legislative 
changes which you are being asked to consider would require setting this agree- 
ment aside. Such action, in the absence of overriding considerations of national 
emergency which clearly do not exist at the present time, would, we believe, be 
morally wrong and would do unjustifiable harm to our friendly and good 
neighbors to the South who presently have geared their economies to a specified 
share of the United States sugar market. 

There can be no dispute that when the Sugar Act was last revised, a definite 
commitment was made to extend its provisions through the year 1956. Definite 
quotas were assigned to foreign countries, and their plans for economic develop- 
ment were geared to what they regarded as a firm commitment from our Goy- 
ernment for these specified allotments of the national sugar need. This fact, 
we believe, should be the overriding consideration determining the committee's 
action with regard to the pending proposals to change the quotas before the 
expiration date of the existing commitments. 

It is clear that any change in the domestic quota in favor of mainland pro- 
ducers must be made primarily at the expense of one friendly foreign government. 
This nation is Cuba, which has demonstrated many times in the past its firm 
friendship for the United States in times of our national need. The pending 
proposals before this committee which would, in effect, require the United 
States to welsh on its international commitments and cut the amount of sugar 
which Cuba would be allowed to send to this country have greatly concerned our 
friends and allies on this island nation. They point out, with what we regard as 
irrefutable logic, that if we fail to live up to our agreement in this matter, the 
effect upon all other underdeveloped countries of the world will be to raise a doubt 
as to the validity of our promises in regard to economic help, They point out 
further that underdeveloped nations will be able to raise the capital required 
for any long-range program of economic development only if confidence in our 
international commitments exist. 

One of the most succinct reports of the effect which the present legislation is 
having in Cuba is contained in the following dispatch which the Scripps-Hoeward 
newspaper correspondent, Edward M. Tomlinson, sent from Habana on June 9 
of this year: 

“Cuban officials are greatly concerned over the possibility that American im- 
ports of Cuban sugar may be reduced. 

“Sugar is Cuba’s lifeblood. It accounts for 80 percent of the national income 
and revenue. 

“President Fulgencio Batista expressed fear today that legislation now being 
considered in Washington to revise the formula by which the United States sets 
quotas for importing sugar seriously will disrupt his country’s economy. 

“Even more he believes any setback to the stabilization of sugar production on 
this island would be propaganda ammunition for his Communist critics in 
Cuba. Even a non-Communist revolution could be sparked by a serious loss in 
the sugar market, 





AMENDMENTS TO SUGAR ACT OF 1948 745 


“MIGHT AFFECT EXPORTS 


“His main concern seems to be that any new quota might affect Cuba's 1955 
exports to the United States. 

“American businessmen in Cuba and others are high in their praise of Cuban 
governmental offivials and sugar-industry leaders for the way they have handled 
overproduction. They have deliberately cut the annual crop practically in half 
since 1952, when the present Batista regime came into power. They also have 
withdrawn 2 million tons of surplus sugar from the market, at great expense. 

“This all was done after consultation with Washington. Cubans say they 
were told the sugar quotas would not be disturbed before the end of 1956. In 
short, they now feel the United States ‘is doubly pledged not to tamper with the 
present act. 

“NOT SURPRISED 


“As one official of the American Chamber of Commerce in Habana put it, ‘The 
Cubans are not surprised that the American sugar producers want a greater 
portion of the United States market. They are stunned over the fact that high 
United States officials, who daily denounce the Russians and the Communist 
Chinese for breaking promises and agreements, now insist that their own Govern- 
ment go back on its solemn word.’ ” 

The CIO believes that the United States always should abide by its interna- 
tional commitments and that any changes made retroactively should only be done 
as the result of bilateral negotiation and agreement. This principle, we believe, 
should be applied by our Government in its dealings with all nations, but we 
insist that there exists a special responsibility that it be applied without excep- 
tion in all dealings with nations such as Cuba, which has proved itself such a 
stanch friend and ally even in times of great international stress. Moreover, 
since the existing agreement has only another year and a half to run, we believe 
that it would be the height of folly for Congress to jeopardize the good will 
which presently exists between our Nation and Cuba because of the lack of 
patience necessary to allow the present agreement to run its full course. As we 
see the first question before this committee, it is simply this: Are you ready to 
set aside international bonds which have been cemented over the course of more 
than half a century merely to make changes in the law a mere year and a half 
before they can be made without violation of this country’s agreements? 

We therefore strongly urge that you do not tamper with existing quotas until 
after the present international commitments expire at the end of next year. Be- 
cause we know that this problem is so complex, we believe that the time remain- 
ing can profitably be spent in further study of the merits of all of the conflicting 
demands for quota increases. The full hearings and thorough study which this 
committee is presently conducting are to be commended. We urge you not to 
abandon this study until you have in your possession all of the facts necessary 
to make a wise decision with equity and fairness for all interests concerned. 

Most of the pressure for an immediate and retroactive change in the law is 
coming from our mainland growers of sugar beets. They have, despite the sub- 
sidy payments given them under the Sugar Act in exchange for their agreement 
to reduce production, once again overproduced. We remind this committee that 
it is only because these producers have exceeded the existing quota, knowing 
in advance that they could not market their surplus, that the present plea for 
immediate enactment of a higher domestic quota is being made. 

While we do not know with certainty what a new study might show today, 
we further point out that past studies of this industry have quite generally 
classified sugar as a crop not economically profitable for production in the United 
States. We urge this committee to study particularly the effect which the 
policies of the present Secretary of Agriculture in regard to basic and more 
profitable crops are having in regard to the stimulation of uneconomic sugar 
production. It has been charged that severe reductions in acreage of the basic 
crops imposed by the present administration have driven many farmers to plant 
additional acreage in sugar beets. If this is actually the case, the present ad- 
ministration’s agricultural policies are clearly in the ironic position of imposing 
severe acreage restrictions on crops much more economically sound in terms of 
the domestic agricultural economy and at the same time forcing our farmers into 
the production of a crop long regarded as economically unsound for United States 
production. The CIO does not believe that sufficient study has been made of the 
merits of the claims of domestic producers that they are entitled to a higher 
quota for intelligent consideration of their demand. We do not say that domestic 
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growers may not be entitled to a higher quota after the present Sugar Act expires. 
We do, however, point out that much more information and data are needed before 
the merits of this claim will have been firmly established. 

After all, this committee must not lose sight of the other claims for equity in 
this matter. The present United States sugar surplus is estimated at 200,000 
tons. The surplus in Cuba is closer to 2 million tons. Because the United States 
drew so heavily upon Cuba during World War II to meet its greatly increased 
needs for sugar in wartime, our Nation was directly responsible for encouraging 
a big increase in Cuban sugar production and it is therefore in large part responsi- 
ble for bringing about the present Cuban surplus. In this sense, the reason for 
the present sugar surplus in Cuba is almost directly due to the same agricultural 
policies fostered by the United States Government during the war which brought 
about the present “surpluses” among basic crops. We do not think those policies 
were unwise, because at the time all-out production was encouraged, both sugar 
and the “basics” were essential war products. Just as we cannot now justifiably 
blame the United States farmer for “overproduction” to meet our national de- 
fense needs, we cannot justifiably blame Cuba for overproduction which our 
Government encouraged for the same reasons. We object to all efforts to penalize 
United States farmers for such overproduction of basic crops ; we likewise object 
to present proposals to penalize Cuba through retroactive cuts in her sugar quota 
after we have, by our Government policies, brought about a sugar surplus in 
Cuba which would make such cuts near-disastrous. 

Finally, we point out that it is in the area of sugar production that agriculture 
in this country has found many of its lowest labor standards and employers of 
the worst character. This situation was recognized by Congress when it passed 
the original Sugar Act and in all subsequent extensions, through the special 
provisions incorporated in the law intended to prevent child labor and establish 
minimum standards of working conditions in the industry. Despite these pro- 
visions, some employers in the industry have continued to practice both child 
labor and exploitation of their workers to a Gegree which cannot be tolerated. 
The CIO does not, of course, intend to make a blanket indictment of all sugar 
growers, but we do point out that there are still too many employers in this 
industry who apparently are determined to continue treating their workers un- 
justly. This committee has recently heard considerable testimony concerning 
the shocking conditions which exist in some areas under the Mexican migrant- 
labor program, and employment in sugar-beet production accounts for a large 
share of the use of low-paid and exploited Mexican agricultural labor in this 
country. Therefore, the CIO urges this committee, as it approaches the ques- 
tion of whether or not domestic sugar quotas should be increased, to keep firmly 
in mind the kind of labor that would be used to produce this quota, and the kind 
of wage and work standards which exist throughout the sugar industry. That 
these standards are not only low, but shockingly low, has been established by 
many past inquiries by Government agencies and committees of the Congress. 
The CIO urges this committee to make sure, before it approves any increase in 
the domestic quota, that by doing so it will not thereby be establishing still more 
“sweatshops in the fields” for the greater exploitation of farm labor. 

The CIO supports the amendment proposed in the bill recently introduced by 
Representative Victor L. Anfuso of New York, which would require the Secre- 
tary of Agriculture to withhold payments from a producer who denies his workers 
the right to form and join labor organizations and bargain collectively. We 
believe that there can be little doubt that the bitter labor disputes which have 
plagued this industry over the years have been largely due to the fact that 
employers in the industry, particularly the large “corporation farm’ producers, 
have been unwilling to accord their employees this fundamental democratic 
right. For this reason, we suggest that this committee should go even beyond 
the amendment proposed by Mr. Anfuso. We believe that, in addition to with- 
holding payments from these employers who deny democracy to their workers, 
the Secretary of Agriculture also should be required to withhold from such 
employers any share of the increased allotments of whatever new quotas may be 
established in the future. The CIO believes that this committee, before award- 
ing any increased share of sugar production to domestic producers after the 
present act expires, should insist that mainland growers and processors show a 
greater respect for fair labor standards than they have yet shown, despite the 
protective labor provisions in the existing Sugar Act. 
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Von EqureMent Co., INc., 


Memphis, Tenn., June 17, 1955. 
Congressman HaArotp D. CooLey, 


Chairman of House Agriculture Committee, 
Washington, D. CO. 

Dear Sir: Your favorable consideration of S. 1635 and H. R. 5406 is requested 
most respectfully. 

We grant that the best interest of the United States may presently be served by 
special consideration to foreign sugar producers particularly Cuba. 

Lacking comprehensible knowledge pertaining to the balance of these interests 
we do not in this letter presume nor address you upon that aspect of the subject. 

We do urge that the general interest of the United States be forwarded without 
unfair penalty to any one call or group. 

It appears to us that the domestic sugarcane industry is singularly and 
particularly penalized and that 8. 1635 and H. R. 5406 offer minimum relief. 

As manufacturers of farm implements we produce nothing for the sugar indus- 
try and are therefore without immediate economic interest. We are concerned 
however that any problem not be settled at the expense of only one part of the 


national economy. In this case at the expense of the domestic sugar cane 
producers. 


Respectfully, 
Von EQuieMEntT Co., INe., 
(Signed) Leslie H. Buchman 
(Typed) L.H. Bucuman, 
Vice President. 


PoWELL MANUFACTURING Co., INC., 


Wilson, N. C., June 20, 1955. 
Congressman Haro_p D. CooLry, 


Chairman House Agriculture Committee, 
Washington, D. C. 
DEAR CONGRESSMAN CooLey: As a southern farm-equipment manufacturer we 
are extremely interested in bills 8S. 1635 and H. R. 5406, which represent mini- 


mum relief needed this year by our United States sugarcane people. A steady 
increase of the Cuban quota with no increase in domestic quota since 1948 has 
placed a severe hardship on our growers. Any help you can possibly give will 
be greatly appreciated. 

Yours very truly, 


Rosert H. Powe tt. 


WHITE CASTLE, LA., June 20, 1955. 
Hon. Harotp CooLey, 


Chairman, House of Agriculture Committee. 


Dear Sir: H. R. 5406 is a life and death matter to the Louisiana cane indus 
try. Without the enactment of this bill in its present form into law in 1955 
sugar farmers in our State face one of the darkest days. The Whitecastle Lions 
Club, consisting mainly of business and professional men in a sugarcane agri- 
cultural Community, use this opportunity to urge you as chairman of the House 
of Agriculture Committee to lend all of your effort in getting this measure 
through your committee and also through the House of Representatives. 


W. M. Jack Moore, 
President, Whitecastle Lions Club. 


TAYLOR MACHINE WORKS, 
Louisville, Miss., June 18, 1955. 
Congressman Haroip D. CooLry, 
Chairman of the House Agriculture Committee, 
Washington, D. C. 


Dear Mr. Cootey: As a director of Southern Farm-Equipment Manufacturers, 
I am very interested in any agricultural problem. I hope help will be coming 
soon for Florida and Louisiana cane growers. 

The domestic sugarcane industry is in desperate condition. They need an 
increased quota of sufficient amount to avoid further disastrous reduction in 
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acreage. We understand that such bills as 8. 1635 and H. R. 5406 represent 
the minimum relief needed this year. We further understand that the Cuban 
basic quota has been materially increased since 1948 while the domestic quota 
has remained stationary and that the bills referred to above will not reduce 
the Cuban quota below 1954. We believe our domestic growers should have fair 
treatment. Your help will be greatly appreciated. 
Very truly yours, 
TAYLOR MACHINE Works, 
W. A. Taytor, President. 


WASHINGTON, D. C., June 22, 1955. 
Hon. Haroip CooLey, 


Chairman, House Agriculture Committee, 
Washington, D. C, 
National Grange opposes passage of proposed amendment (H. R. 6848) to 
Sugar Act 1948, which has to do with labor practices and wages. 
Best wishes. 
HERSCHEL D. NEWSOM, 
Master, the National Grange. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, purposes of the Sugar Act 
of 1948 include provision of an adequate, secure supply of sugar for United 
States consumers at reasonable prices; protection of the welfare of those 
engaged in the domestic sugar-producing industry ; and promotion of the export 
trade of the United States. The National Farmers Union has always sup- 
ported these objectives. Moreover, we do not believe that the expansion of our 
foreign trade should be solely at the expense of the American farmer or of any 
other segment of the economy. The Sugar Act of 1948 and precedent legisla- 
tion has functioned well during the past two decades and has very largely 
accommodated the economic imperatives of consumers and domestic producers, 
foreign-policy considerations, and labor objectives. This is not to say the sugar 
program has beén perfect. It has not. But it has shown the way for an en- 
ar farm and food policy within the framework of the broad national 
nterest. 

Before 1948, and on back to 1937, the sugar market was divided proportionately 
on a percentage basis between domestic and foreign sugar-producing areas. 
Percentage quotas were allotted to each of these areas or countries. As our 
consumption of sugar went up, each producing area received a corresponding 
increase according to its percentage quota. In 1948 this system was changed 
by an act of Congress. 

We recognize that in 1948 this may have been necessary in order to build 
good will by allotting a greater part of our domestic sugar market to foreign 
producers. We recognize that both Cuba and the Philippines faced difficult 
problems at that time. 

Cuba, during the war, had built up its production of sugar tremendously and 
at the end of the war was suddenly faced with a large stockpile of sugar and 
the problem of readjusting its production to a smaller market. Adjustments 
like that are not made overnight, I know. 

On the other hand, the Philippines, having been torn by the years of war, were 
in the opposite situation, where its production capacity was seriously depleted. 
Both of these situations had to be corrected, and the Sugar Act of 1948 was 
correctly an effort on our part to help these countries get back to normalcy 
and, at the same time, expand our foreign markets. 

It would seem to me that a little of the good will generated in the Sugar 
Act toward other countries could well be directed also toward our own sugar 
producers and industry here at home. Farmers who raise sugar beets and sugar- 
cane have been caught in a squeeze which is tending to force them off the land. 

Under the fixed quota system, which has existed since 1948, the domestic pro- 
ducer has gotten into serious trouble. In fact, many of them have gone out of 
sugar production entirely. The yield per acre has gone up as a result of better 
machines, better seeds, better know-how. Because of this, acreage allotments 
have gone down. Under shrinking acreage allotments the sugar farmer is pro- 
ducing more, which is also true in the case of many other commodities. Tech- 
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nology—new machines, better seeds, hybrids, new methods of seeding, cultivat- 
ing, harvesting—in other words, progress will not be stopped, even in the field 
of sweetness. While he has produced more sugar on less acreage, the domestic 
producer is still under a stated quota restriction of the amount that can be 
marketed. 

What can a sugar farmer do when he is faced with this problem? Cane and 
beet sugar production is a cash crop for the farmer. When he is continually 
held down on the acreage he can plant under restrictions, then he must decide 
what he will do with those diverted acres. Should he plant wheat, corn, cotton; 
should he raise more feed to raise more cattle; should he have more cows to 
Lele oy more milk? Perhaps he should raise more potatoes. What should 

e do 

Actually, he could produce any one of these commodities and would be correct 
in his analysis that if the Nation as a whole were to receive an adequate diet we 
should not have a surpius or danger of surplus in any of them. 

The average sugar farmer is not what you would call a wheat, corn, or cotton 
farmer. He may milk a few cows and raise cattle. But, if domestic sugar 
production is continued on the present quota basis I am sure there will be 
more acres of land put into wheat, corn, cotton, feed for hogs and cattle and 
other livestock or poultry. All of these commodities and products I have men- 
tioned are now produced in abundant supply. Otherwise why would prices 
to farmers be so depressed at this time when our economy is at its highest 
<a level, although the rate of growth is still too slow for national economic 
health, 

The farmer, depending on sugar production for his cash income, should not 
be encouraged by national economic policy to divert his acres to other crops 
because other crops he might raise are already in plentiful supply. 

The Sugar Act of 1948 is not the sole cause of this situation but it has in 
part contributed to it. The Farmers Union is vitally concerned with the wel- 
fare of farm producers in other countries and our record will show that. We 
also think it is important that the export trade and the foreign relations program 
be carried on to the utmost. Our record shows that, too. But we do not 
believe that too little consideration toward our own farmer-producers of sugar 
would be in the national interest. 

The Sugar Act of 1948 should be amended. The farmers of America have 
been discriminated against long enough and now is the time to stop, not next 
year. It should have been done before. From 1948 to 1952 Cuba inereased its 
sugar production by over a million and a quarter tons. I do not believe that 
such an increase can be interpreted as conforming to what I believe was an 
intent of the Sugar Act of 1948 when we were trying to help the Cuban economy 
to readjust. I say that because from 1948 until 1955 the American sugar farmer 
has been held under his stated quota. 

I firmly believe that the increasing allotment for domestic producers which 
would occur by a return to the straight percentage basis and is recommended 
in the bill before the committee would be beneficial to our entire economy. In 
addition, it is only fair and logical that the provisions of the bill applying to 
1955 should go into effect. Those who would have the effective date put off 
until 1956 are the same ones which would forestall, delay, waylay, and, yes, push 
the small farmer off the land. You cannot be fair to the American sugar farmer 
by keeping him in an unequal status such as has existed since 1948. I do be 
lieve that the entire Nation should bear the burden of building up the foreign 
trade and policy program. We should establish an International Sugar Agree- 
ment, similar to the International Wheat Agreement, with prices and marketing 
quotas settled by international negotiation between producer and consumer na- 
tions. Pending revision of present International Sugar Agreement with improved 
form, the United States sugar-producing farmer should be allowed to share pro- 
portionately in increased United States demand for sugar resulting from popu- 
lation inereases. 

While the National Farmers Union respectfully urges the committee to rec- 
ommend H. R. 5406, I also wish to draw your attention to title III, section 
301 (ce) (1) of the Sugar Act of 1948, as amended, and hope that you will give 
serious consideration to the following amendment : “that title III, section 301 (¢) 
(1) of the Sugar Act of 1948, as amended, is amended as follows: Following the 
first semicolon and after the word ‘consideration’ strike out ‘the standards there- 
for formerly established under the Agricultural Adjustment Act, as amended’, 
and insert in lieu thereof ‘the basic hourly rates established under the Fair Labor 
Standards Act of 1988, as amended’; and that said subsection be further 
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amended by adding at the end thereof the following new sentence: “The Sec. 
retary shall withhold payments from a producer who denies one or more of his 
employees their right to form, join, or assist labor organizations, to bargain 
collectively through representatives of their own choosing, and to engage in 
other concerted activities for the purpose of collective bargaining or other mutual 
aid or protection, or to refrain from any or all such activities, while so em- 
ployed in the production, cultivation, and harvesting of sugar beets or cane 
' with respect to which an application for payment is made.’ ” 

In support of this amendment and as substantiation for it I should like to 
quote from the official National Farmers Union program for 1954-55 the fol- 
lowing paragraph: 

“We are convinced that the Nation should establish conditions such that all 
the working people of the Nation will be able to earn a fair share of national 
income. When the income of nonfarm people drops, the markets for farm prod- 
ucts dry up; just as the demand for manufactured products falls when farm in- 
come drops. Therefore, we shall continue to support the enactment of public 
policies that will strengthen and protect collective bargaining and the right of 
workers to organize. We recommend that the minimum wage law be expanded to 
cover all employees and that the minimum wage be raised to a figure consistent 
with eurrent productivity and living costs. We shall support expansion of laws 
regulating safety, sanitation, and other working conditions to all places of work. 
We are convinced that the special Federal aids given to industrial agricultural 
enterprises in the alien and migratory worker programs act to subsidize unfair 
competition against family farms; we therefore urge elimination of these sub- 
sidies. All illegal immigration should be stopped.” 

In our view, the sugar program provides the kind of framework required for 
enlightened national food, fiber, and farm policy as applied to a farm commodity 
that enters importantly into international trade. Its elements are: 


1. Adequate provision for a stable abundant continuous supply for con- 
sumers at reasonable and fair prices. The record shows the sugar program 
has done this. 

2. Safeguards for the wages, working conditions, and rights for hired 
laborers engaged in production, processing, and distribution. This is in- 
cluded in the Sugar Act but the existing provisions are inadequate. But it 
should be pointed out that the sugar program is the only farm price support 
program that has any such provision at all. 

8. Provisions to develop consistency between domestic programs and the 
essentials of an intelligent trade and foreign policy, through international 
agreement. The Sugar Act provides this even though existing arrange- 
ments are not fully satisfactory as I have noted in my statement. 

4. Provision to keep domestic and international supply in line with genuine 
consumer demand in a manner that will not bankrupt domestic or foreign 
producers and that will be fair to both. 

5. Provide income protection to family-farm producers at a parity level 
by means of production, incentive, or other compensatory payments. Here 
again the existing Sugar Act is not fully adequate but again sugar is the only 
program that provides for the use of the principles of progressively gradu- 
ated allotments recommended in the National Farmers Union program 
adopted by convention delegates. 

6. The acreage allotment problems of the sugarcane and sugar-beet pro- 
ducers would be ameliorated by Congress adopting the Conservation Acreage 
Reserve Act of 1955, now pending before Congress. 

I want to thank the committee for the consideration it will give to the sug- 
gestions and recommendations of the National Farmers Union. 


STATEMENT OF ToM Davis, REPRESENTING SMITH, KLINE & FRencu INT®R- 
AMERICAN CORP., PHILADELPHIA, PA. 


Mr. Chairman and members of the committee; my name is Tom Davis, and I 
am presenting the views of the president of my company, F. M. Rivinus, Jr., of 
Smith, Kline & French Inter-American Corp., an export subsidiary of Smith, 
Kline & French, of Philadelphia, Pa. Smith, Kline & French are pharmaceutical 
manufacturers, employing 1,600 people in Philadeiphia and doing an annual 
volume of business in 1954 of $65 million. I am appearing on behalf of my firm 
in opposition to H. R. 5406. 
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Let me say at the outset that I am not an expert on sugar legislation. Sugar 
legislation raises complex problems, about many of which I know little. My 
testimony before this committee will of necessity be directed primarily to the 
effect the passage of H. R. 5406 would have upon the markets of the firm I 
represent. I think it is important that the committee should know the probable 
bad aspects of H. R. 5406 before making its recommendations for legislation. 

Smith, Kline & French does a substantial business in Cuba: our sales exceed 
$150,000 annually in the Cuban market. Our export sales in Cuba are influenced 
by the amount of sugar Cuba is permitted to sell in the United States. If H. R. 
5406 is enacted, the Cuban sugar quota for 1955 will be cut below the level of 
sugar sales in the United States in 1954. In addition, Cuban sugar sales in the 
United States as scheduled by the present Sugar Act would be seriously affected 
by the proposals to cut in half Cuba’s present share of the increase in the growth 
of American consumption. When Cuba sells us less sugar, Smith, Kline & French 
sales in the Cuban market are endangered, as indeed are the sales of hundreds 
of other American producers. I hope the committee will take this into account 
in considering the legislation now before it. 

Smith Kline & French is not unique in the Philadelphia area in its interest 
in maintaining and expanding American export markets. World Trade Survey 
of Philadelphia Area Manufacturers, published in December 1954, disclosed that 
exports of the drug and medical industry in the Greater Philadelphia area 
amounted to approximately 20 percent of total sales. So you see, Philadelphia 
industry is vitally concerned with the problem of export markets and the ability 
of foreign countries to sell their products in the United States. 

Indeed, the experience of our industry can be generalized even further. In 
the Greater Philadelphia area, industrial concerns employing 341,000 persons, or 
two-thirds of the total number employed in manufacturing industries in the 
area were engaged in some part in export-import activities. 

What makes sugar legislation of such importance to us is the fact that sugar 
provides about 90 percent of Cuba’s export earnings. Any cut in these earnings 
must inevitably be reflected in decreased purchasing power in Cuba. On the 
basis of our experience, we fully subscribe to the statement in the Report of the 
Special Study Mission to Cuba of the House Committee on Foreign Affairs 
(H. Rept. No. 22, 84th Cong.) : 

“* * * any reduction by the United States in Cuba’s basic sugar-import quota 
in 1955, or any modification of the Sugar Act, as now agitated by domestic 
sugar interests, undoubtedly will have an immediate and adverse impact on the 
general economy of Cuba. Such a reduction can only aggravate the current 
recession caused by successive cuts in production of a crop (sugar) which fur- 
nishes about 89 percent of Cuba’s exports in terms of dollars. Thus a decline 
in export dollars earned by Cuba plus an increase in the local production of 
agricultural items formerly imported, must, of necessity, be reflected in decreased 
exports from all those sectors of the United States which export agricultural 
products and manufactured goods to Cuba. On the other hand, increased 
exports of sugar by Cuba to the United States would enable the Cubans to 
purchase increased quantities of many United States farm and factory products.” 

Our firm is concerned also with the maintenance of Philippine purchasing 
power, since we sell a substantial volume of our products to the Philippine 
Islands. We hope that no amendments to existing legislation will be made that 
would cut the purchasing power of our friends in the Philippines by decreasing 
their sugar quota. 

Certainly no single witness can attempt to resolve the competing claims of 
domestie and foreign sugar producers in an equitable fashion. We think that 
a reexamination of the entire sugar question might be in order by this com- 
mittee or an impartial commission, to determine whether or not the true national 
interest lies in subsidizing the further expansion of the domestic sugar industry. 
It makes no sense to us to see American labor lose sales, in order that the 
American taxpayer, all of us, can subsidize an increase in high-cost sugar 
production. 

Our Nation cannot be healthy if American agriculture is encouraged to 
expand uneconomic production at a disproportionate cost to other segments of 
our economy. Sugar legislation now affects taxpayers, exporters, and con- 
sumers, as well as a few farmers; and we hope that whatever action this com- 
mittee takes on H. R. 5406 will reflect this fact. 

We oppose H. R. 5406 because of the serious consequences its passage would 
have on the American export market in Cuba. 

I want to thank the committee for its courtesy in hearing me. 
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THE COoLLINs Co., 
Collinsville, Conn., June 10, 1955. 
Re H. R. 5406 
Representative Harotp D, CooLry, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington, D. C. 

Dear Mr. CHAIRMAN: It will be greatly appreciated if you will insert this 
letter in the record of the hearings on H, R. 5406, relating to the regulation of 
sugar quotas. This company is very greatly interested in this problem because 
of its large export market in Cuba. It is vigorously opposed to any reduction 
or impairment of Ouba’s sugar quota in the United States, either now or in 
future years. 

The company has for years sold large quantities of agricultural tools in Cuba, 
principally machetes, used in sugar production. These sales in Cuba account 
each year for at least 1 month’s work for our plant and at least 1 month’s work 
for 375 employees. We are a small industry and the Cuban export business 
is very important to us. 

Our relations with Cuba are close. We know what sugar sales in the United 
States mean to Cuba. With the dollars obtained from those sales Cubans buy 
products in the United States. If Cuban sugar sales in the United States are 
diminished, our export markets in Cuba will suffer. 

We believe that we are representative of a large group of New England indus- 
tries, large and small, which will be seriously hurt if Cuban sales in the United 
States are restricted in more drastic fashion than under the 1948 Sugar Act as 
amended. This region raises no sugar. Its citizens, however, pay tariffs on 
all imported sugar and help to pay a subsidy to uneconomic domestic producers 
too. Each additional pound of domestic sugar produced hurts our export mar- 
kets in Cuba. Even the recent compromise suggestion made June 8 by the Sec- 
retary of Agriculture would be harmful to our expert market. For these rea- 
sons, we would like to see the present Sugar Act extended without any change 
whatever in any way detrimental to Cuba. 

Yours respectfully, 
THe CoLiins Co., 
L, B. Hoven, 
Vice President. 


Fort Dover LABORATORIES, INC., 
Fort Dodge, Iowa, June 16, 1955. 


To the House Committee on Agriculture, Washington, D. C. 


GENTLEMEN: My name is Scott L. Barrett. I am president of Fort Dodge 
Laboratories, Inc., manufacturer of veterinary biological and pharmaceutical 
products. 

Our company is one of the larger companies of its kind, and our headquarters 
are in this city. We have some 30 and odd branches throughout the United 
States; and we also export our products to some 60 foreign countries. 

The function of our products and the reason for our existence is to conserve 
and maintain the health and well-being of animals, including poultry—in other 
words, prevention and control of animal diseases. 

We are, and have been for many years, represented in Cuba by Laboratories 
Odrialmar, S. A., Calle Virtudes 355, Habana. I myself have been to Ouba; 
I know something about the problems of the Cuban people; and have a high re- 
gard for them in general and for our representatives in particular. 

As you gentlemen know, Cuba’s principal export item is sugar, and anything 
that decreases the money obtained from that commodity seriously affects their 
internal economy. Also, it is quite apparent that any reduction in their sugar 
sales is bound to harmfully affect their livestock population, because in that case 
they simply could not spend the money to satisfactorily prevent and control 
animal diseases. 

Naturally, Cuba buys from our country many commodities in addition to our 
own, so many other industries in this country would also be affected if Cuba’s 
purchasing power is reduced. I understand that in 1953 the American sales to 
Cuba were in excess of $425 million. 
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I have before me authentic figures for the year 1950, which show the follow- 
ing livestock population in Cuba at that time: 


INA iarvedicnrptahe anni eibeadind piscivelecnascghdtbigeinesadiea cad 8, 500, 000 


and there is every reason to believe this livestock population has increased 
materially since 1950. 

It has come to my attention that the domestic sugar producers, who I have 
been informed receive over $60 million a year in direct Federal subsidies, are 
bringing pressure to bear to reduce Cuba’s United States sugar quota below the 
formula fixed by Congress for 1953 through 1956. You will remember that for 
many years Cuba supplied about 50 percent of our sugar needs, but that under 
present quotas Cuba’s share of our market has been reduced to about 32 percent. 
In the face of this, the domestic industry is demanding for itself increased sub- 
sidized quotas at the expense of Cuba, the American taxpayer, and of our in- 
dustry and other American producers who sell in the Cuban market. 

Understandably, the Cuban people are greatly alarmed about this, because 
their economic life depends upon sugar. Prejudicial United States legislation 
would further damage Cuba’s already strained economy and might furnish 
fuel for Communist propaganda. 

In all fairness, both to domestic and Cuban sugar producers, I am greatly in 
hopes that Cuba’s sugar quota will not be reduced, but that Congress will en- 
deavor to understand and sympathize with Cuba’s point of view in this matter 
and do nothing to hurt their economy or jeopardize our very friendly relations 
with this good neighbor to the south. 

I respectfully submit the above facts for your earnest consideration. 

Yours very truly, 
Scott L. BaRReErt. 


F. & J. MEYER, 
New York, June 17, 1955. 
Re H. R. 5406. 
Hon. Haroip Coo.ey, 
Chairman, House Agriculture Committee 
Washington, D. C. 


Dear Mr. Cooley: We wish to go on record as opposing new legislation which 
would result in reducing the amount of sugar that Cuba can sell to our country. 

We object to such action on the grounds that it would adversely affect our 
business with Cuba. 

As export sales agents for the American manufacturers on the enclosed list, 
we sell more than a quarter of a million dollars annually to Cuba. 

We feel that adverse action against Cuba, to the possible benefit of a narrow 
segment of our American economy, would be shortsighted action. 

Of greater importance to our economy is the business which American manu- 
facturers, such as the group we represent, do with the Cuban plumbing and 
building industries. 

Yours very truly, 


F. & J. MEYER. 
Export sales agents for— 


American Polyglas Corp. Plastic fiberglass structural panels. 
J. H. Balmer Co Bathroom accessories, china and chrome. 
Coyne & Delany Co Delany flush valves. 
Coldwater Brass Co., Inc. Brass watercloset fittings. 
Elhar Manufacturing Co_ Toilet flush ball assemblies. 
Gyro Brass Manufactur- Gyro single handle mixing faucets for sinks, lava- 
ing Corp. tories, baths, and showers. 
Lawler Automatic Con- Thermostatic control valves: Temperature regulators, 
trols, Ine. tempering valves, shower mixers, water controllers, 
water-pressure equalizers, and industrial equip 
ment. 
National Metal-Art Man- Medicine cabinets, built-in hampers, and scales. 
ufacturing Co. 


65704—55—_—-49 
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Radiator Specialty Co... Rubber tank balls, stoppers, washers and gaskets, 
sealing compounds, rust inhibitors. 

John M. Russell Division Plumbing specialties: Closet screws and bolts, floor 

(Risdon Manufactur- flanges, ball chain, and couplings. 
ing Co.) 

Standard Tank & Seat “Stasco” watercloset seats. 

Co. 

Universal-Rundle Corp_. “The World’s Finest Plumbing Fixtures’: Vitreous 
china waterclosets, lavatories, bidets, and drinking 
fountains; enameled iron bathtubs, lavatories, and 
sinks; enameled steel bathtubs and sinks. “Lux- 
ury Trim” chrome brass fittings and trim. U/R 
“Easy Living” complete kitchens. 

Wear Ever Shower Cur- Shower curtain ensembles, vinyl plastic. 

tain Corp. 
Yardley Plastics Co “ClearStream” plastic pipe and fittings. 
“ClearStream” plastic garden hose. 
‘“Lawnette” plastic lawn and garden sprinklers. 


All of these lines are quality products, sold at competitive prices. 
For 65 years we have served our friends abroad and many customers have done 
business with us for 20 or 30 years, or more. 


Novick & KAHN, 
New York, June 17, 1955. 
Re H. R. 5406 
Chairman Hakorip CooLey, 
House Committee on Agriculture, 
Washington 25, D. C. 

Dear Mr. Coortty: We note that your committee is considering sugar bills that 
would reduce the present sugar quota alloted to Cuba. 

We believe that this would be an injustice to Cuba, and would certainly affect 
the business now being received by us and many other manufacturers in this 
country from Cuban importers. 

It is our belief that this country is aiming for more international trade and 
that therefore any unfavorable action that would reduce the sugar quota from 
Cuba would certainly not tend to help in this direction. The reduced sugar 
quota might be beneficial to a few manufacturers in this country, but it is our 
belief that it would do harm to a tremendously greater number of American 
enterprises. ‘ 

Will you therefore respectfully consider this letter as a record of our opposi- 
tion to the passage of H. R. 5406 or any similar bill that would revise the Sugar 
Act before its present expiration date of December 31, 1956. 

May we further respectfully request that this letter be included in the record 
of the hearings on H. R. 5406. 

Very truly yours, 
Novick & KAHN, 
Ira NovICK. 


EASTERN INDUSTRIAL Orn PRopuUcTs Co., 


Savaus, Mass., June 17, 1955. 
Hon. Harotp D. Coo.ey, 


Chairman, House Agriculture Committee, 
New House Office Building, Washington 25, D. C. 


Dear Sir: Since it will be impossible for this company to testify at the hear- 
ings of your committee on H. R. 5406, relative to the amendment of the Sugar Act, 
we wish to go on as strongly opposing any curtailment in export from Cuba to 
the United States. 

Being a small business in an area that is vitally dependent on our exports to 
Cuba, we feel that it would be a grave injustice not only to our New England 
industries but also to a good neighbor whose economic future depends on ex- 
change of goods and service with the United States. 

Very truly yours, 
EASTERN INDUSTRIAL Orn PRropucTs Co., 
JOSEPH P. Norton. 
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Sr. Louis TRapINeG Co., 
St. Louis 8, Mo., June 17, 1955. 
Hon. HAROLD CooLey, 
Chairman, House Agriculture Committee, 
House of Representatives, Washington, D. C. 


Dear Sie :It is our understanding that domestic sugar producers are presently 
receiving about $65 million a year in direct Federal subsidies. H. R. 5406, intro- 
duced by Representative Hope on March 31, 1955, would amend the Sugar Act of 
1948 to give increased quotas to the domestic producers of sugar, retroactive to 
January 1, 1955. 

An increase in the quota of domestic sugar producers of course means addi- 
tional subsidies to be paid by the American taxpayer. 

Furthermore, virtually all of the increase in our domestic quota would be 
taken from the Cuban quota, as Cuba supplies 96 percent of our sugar imports, 
not otherwise fixed, from foreign countries. During this year and the next, 
H. R. 5406 would reduce Cuba's ability to import our products an estimated 
$45 million (based on the present market value of sugar). 

Unfortunately, the production and export of one crop, sugar, constitutes the 
main pillar of the Cuban economic structure. By being able to sell her sugar 
crop to the United States, as regulated by the Sugar Act of 1948, she has become 
the fourth most important country in the world for our private foreign invest- 
ments—our sixth largest foreign customer. 

According to the report of the Special Study Mission to Cuba by Mr. Morano 
from the House Committee on Foreign Affairs: “Any appreciable cut at this 
time in the production or exportation of sugar by Cuba could create an acute 
economic crisis that would have widespread social and political consequences 
and would result in an appreciable fall in the standard of living.” 

The United States is now in the process of renegotiation with Cuba of our 
tariff agreement. In other words, while proffering our cooperation to reduce 
tariffs and barriers to trade on one hand, with the other we have incongruously 
introduced legislation that might criple her economic condition. 

It is evil enough that we must pay taxes to subsidize our domestic sugar pro- 
ducers, It is infinitely worse that we should increase this burden on the tax- 
payers and jeopardize the economic structure of a good neighbor at the same time, 
H. R. 5406 would unquestionably loosen the bond of solidarity that has existed 
between the United States and Cuba since the very beginning of her independence. 

But the greatest danger transcends both considerations: for the matter of 
United States and Cuban relations underscores the whole field of our hemispheric 
relations. 

Article XXVIII of the General Agreement on Tariffs and Trade (which permits 
unilateral modification or withdrawal of concessions granted) has been invoked 
more than once as a retaliatory measure to bolster national economy. If done 
again, on a larger scale, the United States would summarily forfeit all com- 
pensatory concessions in our trade agreement. In addition, a series of retali- 
atory withdrawals could start that would seriously disturb our economic 
relations with Cuba for years to come. Such action might easily affect the 
trade of other countries with the United States and Cuba and cause them also 
to make retaliatory withdrawals. 

A general unraveling of the tariff reductions which the United States and 
other countries have negotiated under the general agreement might thus have 
been initiated. 


It is our opinion, therefore, that H. R. 5406 is far from satisfactory from the 
national standpoint; nor, from the standpoint of foreign economic policy, is 
it consistent with the purpose and objectives of the Trade Agreement Act which 
has just been extended by Congress. 

We respectfully request that our views be read into the hearings on the subject 
which begin on the 22d of June. 

Sincerely, 


Str. Lours TRADING Co., 
Francis Dott, Jr., 
Vice President. 
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REEVES EQUIPMENT CORP., 
New York, N. Y., June 15, 1955. 
Congressman Haroip D. Coo.Ley, 
Chairman, House Agriculture Committee, 
Washington, D. C. 

HONORABLE Sire: As exporters to Cuba we are interested in preventing the 
passage of any legislation adverse to the Cuban sugar industry as it is felt 
the consequences may be disastrous and affect Cuba’s future imports from the 
United States. 

It is requested that this statement be inserted in the record of the hearings 
on H. R. 5406, which are to begin June 22, 1955. 

Very truly yours, 
REEVES EQUIPMENT CorpP., 
Eric DARMSTAEDTER, 
Vice President. 


Boston TIDEWATER TERMINAL, INC., 
Boston, Mass., June 14, 1955. 
Hon. Harorp D. Coorry, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington, D. C. 


Dear MR. CooLey: We wish to be recorded against House bill 5406, which would 
tend to restrict the Cuban sugar sales in the United States below the quota they 
have enjoyed in the past. 

We are a terminal and warehouse company and have a direct interest in this 
Cuban sugar traffic as we handle vessels discharging this commodity, and store 
large quantities of it annually. 

We are also quite interested that nothing is done to interfere with the present 
Cuban market for exports from this country. We have just inaugurated a direct 
service to Cuba from Boston, which is receiving a great deal of support from 
local manufacturers. This has proven to be a very profitable outlet for some of 
the surplus manufacture of the local New England factories. 

We feel sure that you will give our protest its proper weight and see that it 
is listed in opposition to the bill at the time of the hearings. 

Very truly yours, 
Boston TIDEWATER TERMINAL, INC., 
T. W. HASKELL, Vice President. 


Ecuipse Foop Propucts OCorp., 
Providence, R. I., June 18, 1955. 
Re H. R. 5406. 


Congressman Harotp D. Coo.ry, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington, D. C. 


DEAR Siz: We understand that at the present time you are studying the prob- 
lem regarding the present Sugar Act. We feel that any change in the Sugar 
Act which would be prejudicial to Cuba would also be prejudicial to the American 
confectionery, beverage, and sirup industry. 

By cutting the present quota of sugar imported from Cuba, the supply to us and 
to others like us would also be cut down and tend to raise the price of this com- 
modity. If such an action should be taken, the result would involve an increase 
in subsidies to the American sugar industry, increased cost to the American 
taxpayer, increased cost to our industry and others of its kind, and a general 
tendency toward inflationary trends. 

We would consider it most beneficial, therefore, to the American people that 
you recommend to the Congress that they continue the present Sugar Act accord- 
ing to the formula fixed by the Congress for 1953 through 1956, without revisions 
which would be harmful to the present quota for Cuban import. 

We would appreciate your recording our company as being against revisions 
to the present Sugar Act. 

Yours very truly, 
Ec irese Foop Propucts Corp., 
A. Fiore, President. 
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THe GILLETTE Co., 
Boston, Mass., June 14, 1955. 
Re H. R. 5406. 


Hon. Harotp D. Coo.ry, 
Chairman, House Agriculture Committee, 
House Office Building, Washington, D. C. 


Dea® Sir: In behalf of this company, I respectfully request that this letter 
be placed in the record of the hearings on H. R. 5406, relating to proposed amend- 
ments of the Sugar Act of 1948 (as hitherto amended). This company strongly 
opposes any reduction of the sugar quota of Cuba in the United States, either now 
or in the future. 

The interest of this company is as an exporter of a substantial volume of goods 
to Cuba each year. In recent years Cuba has been a good export market for 
Gillette products (razors, razor blades, toilet products, etc.) and the company 
naturally wishes to see this market not only maintained, but increased so far as 
possible. 

Cuba’s capacity to buy exports from the United States rests upon its obtaining 
dollar exchange by sales of its own products in the United States. Cuba’s 
principal export to the United States is and always has been sugar, which it 
produces economically and in good quality, without benefit of subsidy. If sales 
of Cuban sugar in the United States are cut down, now or in the future, or if the 
terms of the United States legislation affecting sugar are changed to the dis- 
advantage of Cuba, the export markets in Cuba of New England industry, includ- 
ing the Gillette Co., will be damaged. 

Recent dispatches from Washington indicate that the Department of Agri- 
culture is prepared to recommend greater participation (on a percentage basis) 
of domestic sugar producers in the sales of sugar in the United States above 
8,350,000 tons per year. This suggested increased participation by domestic 
producers will, of course, tend to reduce Cuban sugar sales in the United States. 
It will be highly detrimental to exporters like ourselves in a region which gains 
no benefit whatsoever (but only expense) either from the sugar tariff or from 
the sugar subsidy. Although the recent suggestion of the Agriculture Depart- 
ment may be less harmful than the present provisions of H. R. 5406, the pro- 
visions of the existing legislation are greatly preferable from the standpoint of 
industry and employment in New England. 

We hope that your committee will reject all legislation which would have any 
tendency to reduce present or future Cuban sales of sugar in the United States. 

I had intended to ask for permission to appear personally before the committee 
at the hearings. Unfortunately, all members of the export department will be 
absent from the country on business during the period (June 22-25), set for the 
hearings. However, I trust that this letter will be inserted in the record. 

Yours sincerely, 
THE GILLETTE Co., 
WALTER HUNNEWELL, Jr., 
Assistant Manager, Latin American Division. 


BurTon-Rogers Co., 
CAMBRIDGE, MAss., June 21, 1955. 
Re Cuban sugar. 
HOusE AGRICULTURE COMMITTEE, 
House of Representatives, Washington, D. C. 


GENTLEMEN: We understand that your committee is holding a hearing on 
H. R. 5406 on June 22, and we regret that we shall not be able to testify in 
person. We would like, however, to have this letter read into the records. 

Cuba is one of our most important export markets. In fact, with our com- 
pany it was our largest export market in 1951. Since then our sales to Cuba 
have been declining steadily, until they stand now at only one-third of the 1951 
rate of sales. We attribute this primarily to Cuba’s declining dollar earnings 
from sugar. Our exports to other markets as a whole have been rising during 
this period. 

The Cuban market is very important to this company here in Cambridge, who 
act as sole distributors and export merchants. It is equally important to our 
factory in Penacook, N. H., employing 175 persons. We also purchase from a 
plant in Pawtucket, R. I., and plants in several Midwestern States who are 
therefore also experiencing declining export sales to Cuba. We sell automotive 
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electrical replacement parts, automotive electrical test equipment, automotive 
cable products, and panel voltmeters and ammeters for general radio, indus- 
trial, and electronic use. 

Cuba increased her production of sugar for us during the war when it was 
urgently needed, and we feel that it is unfair to Cuba for us now to severely 
curtail importation and, therefore, Cuban production. 

It is obvious that curtailed sugar purchases by the United States have resulted 
in a depressed Cuban economy which leads inevitably to political instability. 
This political instability would certainly be felt throughout all Latin America. 
It would then be necessary for this country to loan or give vast sums, and to 
make great expenditures for military equipment, and possibly even to conduct 
military operations. We do not feel that the domestic sugar producers are 
entitled to any increased share of the United States sugar market at the expense 
of Cuba, and at the expense of increased political instability in our hemisphere. 
We would like to see Cuba’s share of the United States sugar market increased 
rather than decreased. 

Very truly yours, 
BurTON-ROGERS Co., 
NELSON M. WARNER, 
Eagport Manager. 


PEREZ TRADING Co., 
New York, N. Y., June 17, 1955. 
Congressman HaroLp COooLey, 
Chairman of the House Committee on Agriculture, 
Washington, D. C. 

Dear Mr. Cootry: As an American citizen, a businessman engaged in foreigu 
trade, and a consumer, I want to voice my opposition to H. R. 5406, which pro- 
poses to amend the present Sugar Act. My annual sales in Cuba for the last 
few years have averaged $250,000 or better and to me this represents a sizable 
share of all my business, which will undoubtedly be affected if Cuba’s ability to 
buy our products is reduced. My opposition to this amendment is based on the 
following : 

1. Any amendment which would tend to reduce or limit Cuba’s present or 
future sugar quota under the Sugar Act would deprive that friendly country of 
substantial purchasing power with which she has traditionally bought the prod- 
ucts of the soil and industry of the United States ; 

2. Notwithstanding all the well-meaning people who may be supporting this 
amendment, the end result would be that we would sacrifice one of our best 
markets in Latin America in order that a domestic industry, which could never 
exist in a free coinpetitive market, may then exist at the expense of United 
States taxpayers and consumers, who would then have to carry the burden of 
the subsidies being paid to the domestic sugar industry ; 

3. Limiting or restricting the importations of Cuban sugar into the United 
States would reveal us as ungrateful to the Cuban people and the Cuban sugar 
industry that during the critical days of World War II and the succeeding years 
gave us almost their entire production of sugar at a relatively low price when 
they could have gotten higher prices by simply letting the law of supply and 
demand take its course; 

4. Any hardship imposed on the Cuban sugar industry would be equally felt 
by many United States citizens who have invested in the Cuban sugar industry, 
and as such they should receive adequate protection at the hands of the United 
States Congress ; 

5. The Cuban sugar industry has already imposed on itself a voluntary restric- 
tion of about 2 million tons of sugar from its maximum productive capacity in 
order to preserve the stability of the world market on sugar, and any further 
restriction or limitation may very well bring about serious social and political 
repercussion in that already troubled neighborly country. 

I respectfully request that this letter be included as part of the records of the 
hearing to be held in connection with H. R. 5406. 

Respectfully yours, 
ALBERT J. PEREZ. 
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GRATON & KNIGHT Co., 
Worcester, Mass., June 17, 1955. 


Re H. R. 5406—Sugar regulation. 
Hon. Haroitp D. Coorry, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington, D. C. 


DEAR Mr. CHAIRMAN: I request that you place this letter in the record 
of the hearings on H. R. 5406 and the various other bills relating to sugar 
quotas. This company wishes to be recorded as opposed to any legislation 
which now or hereafter would cut down (below the basis prescribed in the 
Sugar Act of 1948 as amended) Cuba’s sugar quota in the United States. 

This company manufactures leather belting, packings, textile leathers and 
other industrial leather products. We do a fair volume of export business in 
Cuba and value our Cuban customers. We hope to increase that business which 
helps maintain our level of employment. We know that our export business in 
Cuba can continue and grow only if Cuba is able to sell its produce in the 
United States, thereby getting dollar exchange. 

Cuba’s principal export is sugar and sugar will be Cuba’s major source of 
dollars for a long time. On this account, it is in our interest and in the 
interest of other New England manufacturers to see Cuba’s opportunity to sell 
sugar in the United States not only continued but increased. 

We feel that it would be regrettable if efforts to protect the small and un- 
economic domestic sugar industry, by further subsidies (at the expense of 165 
million other citizens) and by reducing Cuban sugar quotas, should prevail. 
We hope H. R. 5406 will be defeated and that the Sugar Act of 1948 as amended 
will be extended indefinitely in its present form. 

Sincerely yours, 
JOHN C. MANNING, Vice President. 


THe UNDINE TWINE MILts, INC., 
Moodus, Conn., June 17, 1955. 
Hon. HARotp CooLey, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington 25, D. C. 


Dear Srr: In respect to the hearings to be held on H. R. 5406, on June 22, 
we wish to state for the record that we are definitely opposed to any revision 
of the Sugar Act, which will reduce the Cuban sugar quota as now provided 
by existing legislation. 

As you undoubtedly know, any reduction of the Cuban sugar quota would 
mean that less dollars would be available for imports from the United States. 
Since Cuba is one of the most important markets for the cotton twines and 
other products which we are exporting, the volume of our business could be 
seriously affected by any reduction in the amount of dollars available in that 
market. 

Although it is impossible for any representative of our company to attend 
the hearing on June 22, we appeal to you to give careful consideration to our 
opinions expressed in this letter. We sincerely hope that your committee will 
recommend extension of the Sugar Act in its present form. 

Respectfully yours, 
THE UNDINE TWINE MILLS, INC., 
G. W. GILDERSLEEVE, Vice President. 


INTERNATIONAL SHOE Co., 
St. Louis, Mo., June 17, 1955. 
Re H. R. 5406. 
Hon. Haroip CooLey, 
Chairman, House Agriculture Committee, 
House of Representatives, Washington, D. C. 


Drag Mr. Cootey: It had been my intention to testify personally in opposition: 
to the captioned bill at the hearings soon to begin, but some urgent travel abroad 
prevents my appearing in person. 

So many statistics and so much material will be repeated over and over again: 
at these hearings, that I do not consider it necessary to state any figures here.. 
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Rather, I am looking at this proposed legislation from the moral point of 
view. There will be scores of witnesses who will point out the economic evils 
of H. R. 5406. 

It so happens that my business travels take me frequently to the sugar-pro- 
duicng countries of the world. Less than 1 year ago I visited Cuba, Haiti, Do- 
minican Republic, and Puerto Rico; 2 weeks ago I returned from Mexico: 4 
years ago I was in Hawaii and the Philippines, and I will again be in Hawaii 
before the end of this month. These contacts have been maintained consistenly 
for many years, so I do not speak as a novice. 

For some of these countries, sugar is the backbone of their economy and 
the dollars they get from us for their crops quickly find their way back to this 
country in the form of payments for American goods. This keeps the wheels 
of trade turning, providing employment in American industry and, besides, the 
many services which are required in this exchange of goods are also revenue- 
producing to us. 

I want to single out one country, namely, Cuba, for she is the largest producer 
of sugar in the world and she logically shares handsomely in United States sugar 
quotas. The effect of H. R. 5406 would be to cripple Cuba’s economy and I want 
to cry out to my fellow American citizens and to my legislators that there is no 
more fertile seedbed of communism than a country whose economy is crippled. 
We pour billions of dollars around the world to prevent the onslaught of the 
Communist philosophy. Now do we want to be so childishly inconsistent that 
for the sake of a small increase in quota to our domestic sugar growers we would 
want to disturb a vertiable hornets’ nest of communism close to our shores? 
Surely we are big enough to use our potential sugar acreage to other profitable 
uses. 

By decreasing Cuba’s sugar quota we are waving a flag of invitation for that 
country to trade with Communist countries and we just don’t realize the fu- 
ture cost to us, economically and morally to combat communism at our doorstep 
once it has taken root. 

I wish that more of our intelligent legislators would listen to us private citi- 
zens who know these countries, for the people do open up to us as private citizens 
much more freely than to our Government people who go there in an official 
capacity. 

To permit Cuba to sell us more sugar would be worth infinitely more than 
the reduction of total subsidy payments which some may advocate in support 
of H. R. 5406, for, after all, these payments come from the very tariff revenue 
on imported sugar. 

I heartily hope that this bill will be resoundedly defeated by an intelligent 
majority after weighing all facts in a true perspective insofar as our own welfare 
is concerned. 

May I request that this letter be incorporated into the record of the hearings. 

Cordially yours, 
H. R. DoMIncvueEz. 


STANDARD Mit. Suppty Co., 
Providence, R. I., June 22, 1955. 
Hon. Harorp B. Coo.ry, : 
Chairman, House Committee on Agriculture, 
New House Office Building, Washington, D. 0. 


DEAR Mr. CHAIRMAN: Since it will be impossible for a representative of this 
company to testify at the hearings of your committee on H. R. 5406, relative to 
the amendment of the Sugar Act, we would appreciate it if you would insert 
this letter in the record showing our opposition to any reduction or impairment 
of Cuba’s sugar quota in the United States. 

We are greatly interested in this problem because we have developed a large 
export market in Cuba which is only now paying for our investment in time, 
effort, and funds spent to develop our business in this area. 

This company has sold textile machinery, parts, accessories, and supplies to 
Cuba for 58 years. Many of these products are manufactured in our own 
factory and others, because of the special or competitive nature, are supplied to 
us by local firms for exclusive export distribution. At present, no less than 
20 such firms rely on us for their export business and their names can be fur- 
nished to your committee whenever required. 

The Cuban market, therefore, relies on us in no small way for the many 
products required to run their rapidly expanding mills of all types. These fac 
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tories provide gainful employment to many people and help to raise the standard 
of living and assist in the economy of Cuba. 

Our relations with Cuba are close and we know what sugar sales in the 
United States means to Cuba. On a recent visit there, we were amazed at the 
strong feeling of the people on this matter before your committee. Needless to 
say, the businessmen of Cuba and our clients feel even more strongly about 
restricting the sale of Cuban sugar in the United States. We all know that with 
the dollars obtained from such sales they are able to buy products in the United 
States and if Cuban sugar sales in the United States are diminished, our export 
markets in Cuba will suffer. 

It seems strange to us in New England that at a time when we are called 
upon to consider lower tariffs and allow freer trade, that your committee would 
be deliberating upon the opposite point of view of restricting an import and one 
which is so vital to one of our closest neighbors. 

We believe that we are representative of a large group of New England 
exporters who will be seriously hurt if Cuban sugar sales in the United States 
are restricted in more drastic fashion than under the 1948 Sugar Act if amended. 
This region raises no sugar, however, its citizens pay tariff on all imported 
sugar and at the same time help to pay subsidy to uneconomic domestic pro- 
ducers as well, 

We see no overwhelming benefits which would result from a change in the 
Sugar Act as it stands whereas, by contrast such a change would be detrimental 
to our area, our business, and our neighboring Cubans, We would like to see 
the present Sugar Act extended without any change whatever in any way detri- 
mental to Cuba. 

Yours respectfully, 
STraNpArD Mitt Suppry Co., 
ALEXANDER A. GLOp, 
Efport Sales Manager. 


Morse Bxport-Import Co., 
San Francisco, Calif., June 21, 1955. 


Re proposed change in the Sugar Act of 1948 (H. R. 5406). 


CONGRESS OF THE UNITED STATES, 
House of Representatives, Washington, D. C. 


HOonorRABLE Sirs: It certainly is to thé best interests of most American citizens 
to see that the above bill is definitely defeated. The passing of the bill would 
benefit only a small minority group of sugar producers and would mean a great 
loss to a large number of manufacturers, exporters, and farmers. 

The passing of the bill would create a serious loss to the American manufac- 
turer, exporter, and farmer, who sell their products to Cuba, and would also 
seriously affect the Cuban economy, because such a large percentage of her 
economy is dependent upon sugar and a very large percentage of all of her 
imports is from the United States. 

It would seem that this bill opposes the administration policies to increase 
trade with other nations, and to decrease farm subsidies. 

We understand that the bill, if enacted, would cut Cuba’s quota by an estimated 
450,000 tons—$45 million at current prices—during 1955-56. This would cer- 
tainly have a serious effect on American export markets in Cuba. 

We therefore desire to go on record as strenuously opposing the revision of the 
present Sugar Act, before its expiration date, and of being very much in favor 
of the maintenance of the Cuban export market for American products. We 
understand that although the present Sugar Act does not expire until December 
1, 1956, the now pending bill would amend the present Sugar Act as of January 1, 
1955. 

This is submitted with all due respect to your sound judgment in this 
important matter. 

Very truly yours, 
Morse Export-IMport Co., 
K. M. Morse, Manager. 
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Feiton & Son, INC., 
South Boston, Mass., June 20, 1955. 
Hon. Haroip D. Coorey, 
Chairman, House Agriculture Committee, 
New House Office Building, Washington 25, D. C. 

Dear Str: We respectfully ask to be recorded in opposition to H. R. 5406 and 
the reduction of Cuban sugar quotas. 

A large part of the raw material which we use in our operations is refiners’ 
sirup derived from Cuban raw sugar. 

Since beet molasses cannot be used as a substitute, we feel that a reduction 
in the amount of raw cane sugar that enters this country will operate to our 
disadvantage. 

Very truly yours, 
Fetton & Son, INc., 
By Frep O. WISSENBACH, 
Assistant to the President. 


CHAMBER OF COMMERCE OF GREATER PHILADELPHIA, 
Philadelphia, Pa., June 21, 1955. 
Hon. Harotp D. Coorey, 
Chairman, Committee on Agriculture, 
House of Representatives of the United States, 
House Office Building, Washington 25, D. C. 


Dear Mr. Cootry: The Chamber of Commerce of Greater Philadelphia desires 
to be placed on record as being opposed to H. R. 5406, which would further amend 
the Sugar Act of 1948 to increase domestic sugar producers’ quotas in 1955 
and to give such producers a 55 percent share of any increase in United States 
sugar consumption, over fixed quotas, after this year. 

As you may know, this chamber represents over 1,600 business firms in an 
11-county area, covering the States of Pennsylvania, New Jersey, and Delaware. 
The economic growth of this area is of primary concern to us. 

The reasons for our rejection of H. R. 5406 are— 

(1) The outcome of the administration’s farm program will have a bearing 
on the sugar situation and further changes, if any, in the Sugar Act should 
await final determination of this program. 

(2) There is uncertainty as to the effects the proposed changes would have 
on the cost of sugar to the United States consumer. 

(83) Philadelphia area exporting firms and other such firms throughout the 
United States would lose a part of their export trade, particularly with respect 
to Cuba, principal foreign producer of imported sugar. 

We respectfully request that these views be incorporated in the proceedings 
of your committee on H. R. 5406. 

Very truly yours, 
Water P. Mitxer, Jr., President. 


AMERICAN AIR FILTER Co., INC. 
Louisville, Ky., June 21, 1955. 
Representative Harotp D. CooLey, 
Chairman, House Agriculture Committee, 
New House Office Building, Washington 25, D. C. 

DEAR REPRESENTATIVE CooLey: It is noted that hearings on bill H. R. 5406 
have been scheduled before the House Agriculture Committee beginning June 22. 

While our company is not a large exporter to Cuba, we do realize some busi- 
ness from that country and realize the effect, both economical and psychological, 
that any change in the sugar quota would have on their buying. 

Since Cuba is practically a one-commodity country and their entire liveli- 
‘hood depends upon sugar, it appears to us that it would be inadvisable at this 
time to make any changes in the sugar quota that would hurt their economic 
well-being. Their country is well suited to the production of this commodity, 
whereas certain sections of our own country who are trying to produce sugar 
eannot do it nearly as economically. Therefore, I feel that we should not upset 
the economy of an entire nation to try and help an ailing and uneconomical 
industry. 
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Since the undersigned is not in a position to attend the hearings personally 
and voice his opinion, he would like for this letter to be presented before the 
committee as written argument. 

Very truly yours, 
AMERICAN AIR FILTER Co., INC., 
B. Lawson, Manager, Export Department. 


NATIONAL MALTING Co., 
Paterson, N. J., June 23, 1955. 
Hon. Harrop D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

Mr. CHAIRMAN and MEMBERS OF THE COMMITTEE: My name is Eric H. Brach. 
I am a partner in National Malting Co. of Paterson, N. J., manufacturers and 
exporters of malt. I am making this statement on behalf of my firm in opposition 
to H. R. 5406. Our total 1954 turnover amounted to approximately $2,250,000, of 
which we shipped $500,000 to Cuba. 

Though we are not experts in the sugar import and export field, we have a great 
number of personal contacts in Cuba and from these and our own experience we 
know that any decrease in the amount of sugar which Cuba is allowed to sell in 
the United States will have an extremely adverse effect on the Cuban economy. 

Malt is produced from barley and our 1954 purchase of this raw product 
amounted to approximately 950,000 bushels, equal to about 23,000 tons; it is thus 
apparent that any reduction in the amount of our exports to Cuba will immedi- 
ately result in a decrease of our purchases of barley. Thus, by allowing to in- 
crease the subsidized production of sugar, the already staggering surplus of 
grains in this country will mount even further. 

Our experience in past years has shown that there is a marked relationship 
between the purchasing power of the Cubans, the production of beer in that 
country, our sales of malt with the total volume of sugar which Cuba is per- 
mitted to ship to the United States. We understand that if H. R. 5406 were 
enacted, Cuba would be allowed to sell approximately 100,000 tons less during 
1955 than quotas set by the Sugar Act of 1948 call for. At present prices, this 
would represent a reduction in sales of $10 million. While the sugar legislation 
proposed by the administration would not result in quite as drastic a reduction, 
nonetheless, it would have the effect of substantially reducing the present growth 
rate of the Cuban economy, and as already indicated above, any growth in the 
prosperity of Cuba has always resulted in increased exports to Cuba from the 
United States. 

Since the American taxpayer will be forced, through subsidies and reduced 
tariff revenues, to pay directly for the benefit which H. R. 5406 or the administra- 
tion proposal will confer on the relatively few growers of sugar in this country, 
I believe that H. R. 5406 is discriminatory and grossly unfair, both to the Ameri- 
can taxpayer and to the firms in this country which do business with Cuba. 
Moreover, as indicated above, this legislation is also unfair to the great number 
of American farmers that produce grains, since it will reduce their market for 
such grains. 

The Sugar Act of 1948 established quotas for the importation of sugar from 
1948 through 1956 and to amend this act before its normal termination date 
would constitute a gross breach of faith. 

In view of the extreme importance of the market which Cuba finds for its sugar 
in the United States, it is only reasonable that Cubans have relied heavily on the 
assurances that they have received from this country regarding the stability of 
their market here for sugar. Such assurances which, for instance, have been 
made in statements of Vice President Nixon, ete., and legislation passed cannot 
be laughed off or changed unilaterally. In view of the fact that the sole reason 
for considering such action is the pressure of the relatively few producers of high 
cost domestic sugar who wish to increase their production of domestic sugar the 
unreasonableness of such action is evident. 

We understand that during 1954 subsidy payments, aggregating more than 
$65 million, were paid to the growers of domestic sugar. To increase further 
this staggering total by enacting H. R. 5406 seems manifestly unreasonable, espe- 
cially in view of the adverse effect which such action would have upon those firms 
in this country, such as ours, which do business in Cuba and which do not collect 
subsidies from the United States Government. 








764 AMENDMENTS TO SUGAR ACT OF 1948 


In conclusion, it is my earnest hope that this committee will reject H. R. 5406 
or any other proposal which would reduce the Cuban sugar quota in order to 
provide an opportunity to domestic growers to obtain larger subsidy payments 
from the United States Treasury. 

We respectfully request that this statement be included in the record of the 
hearings on H. R. 5406. 

Eric H. Brac. 


AMERICAN ROLAND Corp., 
New York, N. Y., June 23, 1955. 
Re H. R. 5406. 


Chairman HAROLD CooLey, 
House Committee on Agriculture, 
Washington 25, D.C. 


DeAR Mr. CooLtey: We have been advised that the House Committee on Agri- 
culture will be considering sugar legislation which will have the effect of reducing 
Cuban sales of sugar in the United States. 

I am not an expert on sugar legislation. Sugar legislation raises complex 
problems, many of which I know little about. My letter, therefore, will be 
directed primarily to the effect that the passage of H. R. 5406 would have upon 
the markets of my own firm. I think it important that the committee have the 
facts before it as to the consequences of H. R. 5406 before making its recom- 
mendations for legislation. 

My firm is an organization for the import and export of pharmaceuticals and 
chemicals, and does a substantial business in Cuba. From our experience we 
have discovered that our volume of exports to Cuba depends directly upon the 
amount of sugar Cuba is permitted to sell in the United States. If H. R. 5406 
were enacted, the Cuban sugar quota for 1955 would be cut about 100,000 tons— 
$10,000,000 at current prices—below the level of sugar sales in the United States 
in 1954, assuming the United States consumes about 8,350,000 tons this year. In 
addition, Cuban sugar sales in the United States, as scheduled by the present 
Sugar Act, would be seriously affected by the proposals to cut in half Cuba’s 
present share of the increase in the growth of American consumption. 

When Cuba sells us less sugar, the United States loses sales in the Cuban 
market. I hope the committee will take this into account in considering the 
legislation now before it. 

We oppose H. R. 5406 because of the serious consequences its passage would 
have on the American export market in Cuba. But we would like to suggest that, 
in the 18 months before the expiration of existing sugar legislation, there is time 
for a fresh study of the sugar problem. We would hope that this study will 
result in legislation which would not only protect the legitimate interests of 
domestic sugar producers, but would also take into account the interests of 
other segments of the American economy. 

We, therefore, respectfully record our opposition to the passage of H. R. 5406 
or any similar bill that would revise the Sugar Act before its present expiration 
date. We respectfully request that this letter be included in the record of the 
hearings on H. R. 5406 and that your committee carefully consider these facts 
before making any final decision on this bill. 

Very truly yours, 
AMERICAN ROLAND Corp., 
Max S. Scueipr, President. 


ADOLPH’s L‘1D., 
Los Angeles, Calif., June 22, 1955. 
Representative Harotp D. Coorey, 
Chairman, House Agricultural Committee, 
New House Office Building, Washington 25, D. OC. 

Dear Mr. Cootey: We wish to go on record as opposing any revision of the 
present Sugar Act before its expiration date in December of 1956. 

It is our understanding that the Eliender bill (S. 1685) and the identical 
House bill (H. R. 5406) now pending would amend the present Sugar Act as 
of January 1, 1955, despite the fact that it does not expire until December 1, 
1956. These bills would, if enacted, cut Cuba’s quota, as now established by 
the Sugar Act, by an estimated 450,000 tons—$45,000,000 at current prices— 
during 1955-56, thus seriously affecting American export markets in Cuba. 
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We earnestly request that you do everything possible to oppose any legislation 
that would be detrimental te the Cuban economy and which would utlimately 
result in significant losses to many American manufacturers. 

Sincerely, 
ADOLPH’s, LTD., 
Liorp E. RIG Ler, 
President. 


Eacie Pencit Co., INO, 
New York, N. Y., June 28, 1955. 
House COMMITTEE oF AGRICULTURE, 
House of Representatives, Washington 25, D. C. 


Dear Sirs: This letter is being submitted by Eagle Pencil Co. for inclusion 
in the record of the proceedings of your committee in connection with its hear- 
ings on H. R. 5006. Eagle Pencil Co. is a pencil manufacturing firm, employing 
650 people in New York. This letter will be directed primarily to the effect the 
passage of H. R. 5406 would have upon the markets of Eagle Pencil Co. 

Eagle Pencil Co. sales exceed $200,000 annually in the Cuban market. If 
H. R. 5406 were enacted, the Cuban sugar quota for 1955 would be cut about 
100,000 tons—$10,0.0,090 at current prices—below the level of sugar sales in 
the United States in 1954, assuming the United States consumes about 8,350,000 
tons this year. In addition, Cuban sugar sales in the United States, as 
scheduled by the present Sugar Act, would be seriously affected by the pro- 
posals to cut in half Cubas present share of the increase in the growth of 
American consumption. The result would be fewer sales by American companies 
in Cuba. 

We understand that sugar provides about 90 percent of Cuba’s export earn- 
ings. A reduction in these earnings would be reflected in decreased purchases 
of our products. On the basis of our experience, we fully subscribe to the 
statement in the report of the Special Study Mission to Cuba of the House Com- 
mittee on Foreign Affairs (H. Rep. No. 22, 84th Cong.) : 

“* * * any reduction by the United States in Cuba’s basic sugar-import 
quota in 1.55, or any modification of the Sugar Act, as now agitated by domestic 
sugar interests, undoubtedly will have an immediate and adverse impact on 
the general economy of Cuba. Such a reduction can only aggravate the current 
recession caused by successive cuts in production of a crop (sugar) which 
furnishes about 89 percent of Cuba’s exports in terms of dollars. Thus a decline 
in export dollars earned by Cuba plus an increase in the local production of 
agricultural items formerly imported, must, of necessity, he reflected in decreased 
exports from all those sectors of the United States which export agricultural 
products and manufactured goods to Cuba. On the other hand, increased exports 
of sugar by Cuba to the United States would enable the Cubans to purchase 
increased quantities of manv United States farm and factory products.” 

We oppose H. R. 5406 because of the serious consequences its passage would 
have on the American export market in Cuba. We would like to suggest that 
this committee will keep our views in mind when making its recommendations. 

Thank you for permitting us to make our views known to the committee. 

Very truly yours, 
C. R. CasrTILyo, 
Manager, Export Department. 


CoNnGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES, 
Washington, D. C., July 9, 1955. 
Hon. Harorp D. Coorry, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

Drar CHAIRMAN CooLrey : With reference to your letter of June 27, 1955, reply- 
ing to my communication of June 20, attaching a communication I received from 
Mr. D. H. Griffin, I am submitting the letter for insertion in the hearings on 
the Sugar Act. 

Thank you for your courtesy. 

Sincerely yours, 
MELVIN Price, M. C. 
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HUNTER PACKING Co., 
East St. Louis, Ill., June 16, 1955. 
Hon. MELVIN PRICE, 
House of Representatives, Washington 25, D. C. 

DEAR CONGRESSMAN PRICE: This is to advise you of our concern over the pro- 
posed amendment to the Sugar Act of 1948. It is our opinion that H. R. 5406 
and §S. 1635, if enacted, will by reducing the Cuban sugar quota, have a serious 
effect on the Cuban economy and in turn a serious effect upon the Cuban 
ability to buy both agricultural and manufactured products from this country. 

It is our understanding that this country’s exports to Cuba are annually 
over $400 million and that though we have bought in recent years some 60 percent 
of Cuba’s exports, the United States has supplied about 75 percent of Cuba’s 
imports. 

Of the food products exported to Cuba, lard is the second largest in dollar 
volume. In recent years this company has been exporting to Cuba about one- 
quarter to one-third of its lard production. During our fiscal year ending Oc- 
tober 31, 1954, our sales to Cuba of prime steam lard and dry salt meat amounted 
to over $700,000 including costs of delivery. This is a not inconsiderable figure. 

In recent years the price of lard has been depressed in relation to other 
products of agricultural origin, due largely to competition from the greatly in- 
creased production of vegetable oils, particularly cottonseed oil and soybean 
oil. Because of reduced domestic interest in lard its market is sensitive to and 
in considerable measure dependent upon foreign demand. The effects of de 
pressed lard prices upon both the producer and the processor of livestock are 
obvious. 

We are aware that many factors and considerations are involved in this 
situation and, most emphatically, we do not wish to testify at the hearings before 
the House Agriculture Committee. We do wish, however, to register our position 
with you. 

Very truly yours, 
D. H. Grirrrn. 


. 


COMMERCE AND INDUSTRY ASSOCIATION OF NEW YoRK, INC., 
New York, N. Y., July 11, 1955. 
Re H. R. 5406. 
Hon. Harotp D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives, Washington, D. C. 

Drak CONGRESSMAN Cooney: The Commerce and Industry Association of New 
York, Inc., which is the recognized chamber of commerce for the New York 
metropolitan area, wishes to go on record with you and your committee as being 
opposed to H. R. 5406, which would amend the Sugar Act of 1948 by reducing 
the quota on imports of sugar. 

From a strictly economie viewpoint we see no justification for a curtailment 
in imports of sugar which could benefit only a small group of domestie sugar 
growers. The increased cost to consumers and resultant reduction in sales of 
United States manufactured goods to Cuba and other sugar producing areas, 
and the loss to American labor by such. reduction in our exports, would repre- 
sent a considerable net loss to our overall economy. 

In addition, it is reasonable to suppose that such a move will be taken as a 
further indication of the instability of our international trade policy, and of the 
widely held viewpoint abroad that our trade policies are treated as political 
footballs. 

We urge, therefore, that your committee withhold favorable action on H. R.- 
5406. 

Yours sincerely, 


JosePH A, SINCLAIR, 
Secretary, 
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Henry R. JAHN & Son, INc., 
New York, N. Y., June 30, 1955. 
Re H. R. 5406—Cuban sugar quota. 
Hon. HaroLtp CooLey, 
Chairman, House Committee on Agriculture, 
Washington, D. C. 

Dear Srr: We understand that a proposed bill is under study by the House 
Committee on Agriculture which, if enacted, will reduce the amount of sugar’ 
that is sold yearly by Cuba to the United States. 

We do not profess to know much about sugar legislation. We do know, how- 
ever, that passage of H. R. 5406 would constitute hardship for many firms, like 
ours, who are active in the Cuban market, since it would adversely affect Cuba’s 
buying in the United States. 

The committee, undoubtedly, before it make recommendations for any legis- 
lation, will want the fullest information on how the consequences of such legis- 
lation may affect the domestic trade and industry. 

Our firm acts as export representative for about 75 small and middle-sized 
manufacturers (please see bulletin attached) spread mostly throughout the 
Midwest, but also on the east and west coast. For our principals, we solicit in 
excess of half a million dollars’ worth of goods, out of a total approximate annual 
volume of $5 million. Our firm employs about 30 men at the New York office, 
maintains 5 men traveling abroad, and also owns controlling interest in a Cuban 
importing firm, with headquarters in Camaguey, in which a quarter million 
dollars have been invested. 

The basic economy theory that any country can purchase from another given 
country only to the extent that it sells to same has been borne out amply by our 
experience in Cuba. The sales yolume of our exports to Cuba, as well as the 
sales of our subsidiary in Cuba, bear a direct relationship to the amount of sugar 
that Cuba is permitted to sell in the United States. 

If H. R. 5406 were enacted, the Cuban sugar quota for 1955 would be reduced 
by close to 100,000 tons, an equivalent of approximately $10 million at current 
market prices. Furthermore, the present Sugar Act, would also reduce Cuba’s 
present share in an otherwise inevitable increase in sugar sales to the United 
States, due to the growth of American population and consumption. 

When Cuba sells us less sugar, our firm, our Cuban import house (who neces- 
sarily deal in imported goods—Cuba manufactures little else but sugar) and our 
industrial principals and their employees all throughout this country—we all 
lose sales in the Cuban market. 

We hope the committee will take this into account in considering the legisla- 
tion now before it. 

We oppose H. R. 5406 because of the serious consequences its passage would 
have on the American export market in Cuba. But we would like to suggest 
that, in the 18 months before the expiration of existing sugar legislation, there 
is time for a fresh study of the sugar problem. We would hope that this study 
will result in legislation which would not only protect the legitimate interests 
of domestic sugar producers, but would also take into account the interests of 
other segments of the American economy. 

We therefore respectfully record our opposition to the passage of H. R. 5406 
or any similar bill that would revise the Sugar Act before its present expiration 
date. We respectfully request that this letter be included in the record of the 
hearings on H. R. 5406 and that your committee carefully consider these facts: 
before making any final decision on this bill. 

Very truly yours, 
Henry R. Jaun & Son, Inc... 
H. R. JAHN, Ir., President. 


(Accompanying brochure has been filed with the committee. ) 
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Tue La Borreavux Co., ING., 
Cincinnati, June 22, 1955. 
Re Sugar hearings, H. R. 5406 
Hon. HAROLD COooL_ey, 
Chairman of the House Agricultural Committee, 
Washington, D. C. 


Deak Mr. CooLtey: We would like to mention that our export department has 
shipped paper and paper board products to Cuba for approximately 15 years 
regularly and we have enjoyed a very good volume of business, for example, the 
year of 1954 involved approximately $150,000 to $180,000 worth of material and 
the loss of this market would seriously impair our continued operation. 

We believe that the matter of reducing further the quota of sugar to be pur- 
chased from Cuba is one of great concern at the present time and, unfortunately, 
we have received indication of this by a drop off in sales and many of the busi- 
nessmen in Cuba are awaiting the decision of the people of the United States, 

Further, we believe that with the limited number of products that can be ex- 
ported from Cuba which demands their earning dollars and also represents their 
purchasing power here in the United States, is an important factor to be con- 
sidered with respect to our future trade with them. The citizens of Cuba and 
especially those in the uneducated classes will look elsewhere especially if they 
feel that the United States is not taking up a fair share of their sugar output. 
Further, at the outset, we believe that it is detrimental to the interest of the 
public at large to increase further subsidies payable to domestic growers, espe- 
cially those in the sugar beet industry. Further, you cannot fail to see that this 
is a direct cost to the United States taxpayer and it is unwarranted at this time. 

Yours very truly, 
Tue La Borreavux Co., ING., 
M. R. Hatcnu, Jr., 
Manager, Haport Department. 








